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Preface 


The purpose of this document is to set out the details of the government’s new multi- 
year fiscal plan covering the five-year period from fiscal year 1983-84, which ends on 
March 31 of this year, to fiscal year 1987-88. The plan is for the most part similar to 
the one presented in the April 19, 1983 budget. However, it is based on an updated 
set of projections for budgetary revenues and expenditures and non-budgetary trans- 
actions. These fiscal projections are consistent with the economic outlook described in 
detail in the budget document The Canadian Economy in Recovery. 


Unlike last year, there are few major changes in the current plan. This reflects the 
fact that economic developments since the April 1983 budget have been largely as 
anticipated in early 1983, and as a result there is at the present time no need for 
large adjustments to the planning framework in 1984. There are as always, however, 
substantial uncertainties associated with the medium-term projections. The projec- 
tions are based on the assumption of a stable international and domestic economic 
environment, and their contingent nature needs to be recognized. 
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l. Overview of the Fiscal Plan 


In the early years of this decade, the Canadian economy was marked by high infla- 
tion, rising interest rates and economic recession. The June 1982 budget took a 
major step to reverse this situation, by introducing the 6&5 restraint program to 
reduce the rate of inflation in Canada. The April 1983 budget provided a second 
major thrust to recovery, by setting out a strategy of short-term stimulus for invest- 
ment and job creation, together with a medium-term strategy of deficit reduction. 
The current budget reinforces the strategy embodied in the April budget, by propos- 
ing a number of further measures that will promote productivity and competitiveness 
in Canadian industry, reinforce the economic security of Canadians and ensure sus- 
tained growth in output and employment in Canada over the medium term. 


This document describes the detailed fiscal plan that underlies the budget strategy. 
The current chapter provides an overview of the plan, by describing the broad lines of 
the projected path for the budgetary position of the Government of Canada over the 
next five years. Subsequent chapters provide a more comprehensive review of the pro- 
jections for the major components of budgetary revenues, the expenditure plan and 
the projections for the non-budgetary transactions. Annexes at the end of the docu- 
ment provide additional perspective on the budget projections. The first of these puts 
the federal projections in the context of the total government sector in Canada. 
Annex B updates the analytical adjustments for the impact of cyclical conditions and 
inflation on the government budget balance that were presented with the April 1983 
budget. Finally, Annex C presents historical statistics on the federal financial 
position. 


Major Economic Assumptions 


Table 1.1 summarizes the medium-term economic projections upon which the fiscal 
projections in the budget are based.” They indicate a continuing economic expan- 
sion, with real growth of 4.9 per cent this year and somewhat less rapid growth in 
later years. Inflation is projected to be relatively stable. Unemployment is projected 
to decline from an average of 11.9 per cent last year to 7.7 per cent by 1988, as 
strong growth in employment offsets continuing expansion of the labour force. The 
projected strength in employment together with some growth in real wage rates, 
implies fairly robust growth in personal income, while the expected growth in aggre- 
gate demand and productivity implies a recovery in corporate profits from the low 
levels recorded during the 1981-1982 recession. 


‘) These projections are described in more detail in the budget document The Canadian Economy in Recovery. 


Table 1.1 


The Medium-Term Economic Projections, 


1983 to 1988 (Calendar Years) 
1983 1984 1985 1986 1987 1988 


(percentage change) 


Gross National Expenditures 


Value 9.2 10.3 9.3 9.1 8.3 8.8 

Price 6.2 5.2 Lye 5.1 4.2 4.9 

Volume 2.9 4.9 3.5 3.9 4.0 5 eel 
Prices and Costs 

Consumer price index 5.8 5:2 5.3 4.8 4.5 4.6 

Average compensation per employee 5.7 5.2 5.4 5.0 5.1 5.5 
Labour Market 

Labour force 1.5 2.3 1.7 1.8 2.0 Pee 

Employment 0.6 3.5 2.5 2.6 2.8 2 

Unemployment rate (per cent) 11.9 10.9. 10.1 9.4 8.6 lek 
Incomes 

Personal income 5.9 9.4 8.0 8.3 8.2 8.4 


Corporation profits 53.6 29.2 14.2 12.9 9.2 9.5 


The Federal Budget Balance 


The main components of the fiscal plan are presented in Table 1.2, which shows the 
summary statement of transactions on the basis customarily used in the Public 
Accounts of Canada. The figures indicate projected financial requirements of 

$25.6 billion in 1984-85, down $1.4 billion from the level currently estimated for 
1983-84. In the following period, financial requirements are projected to decline on 
average by around $2 billion per year, reaching $18.7 billion in fiscal year 1987-88. 


Financial requirements rose sharply relative to the gross national product (GNP) in 
1982-83 and 1983-84, reaching an estimated 6.9 per cent of GNP in the latter year. 
This increase reflected the delayed effects of the 1981-1982 recession and the meas- 
ures in the April 1983 budget. In 1984-85 and the following years the government’s 
financial requirements are projected to drop substantially relative to the level of eco- 
nomic activity, reaching a level equivalent to 3.4 per cent of GNP by 1987-88. This 
decrease of 3% percentage points in the relative demand for credit by the federal 
government will provide corresponding room for the growth in credit demand from 
the private sector that is expected to develop as private investment strengthens and 
economic growth becomes sustained. 


® Fiscal year 1983-84 ends on March 31, 1984 and the final audited statements for the year will be available in the 
fall of 1984. 


Table 1.2 


Summary Statement of Transactions, 1982-83 to 1987-88 (Fiscal Years) 


1982-83 1983-84 1984-85 1985-86 1986-87 1987-88 


(millions of dollars) 


Budgetary transactions 


Revenues 55,123 58,626 67,326 74,125 80,687 88,077 
Expenditures (—) —79,776 —90,076 —96,926 —102,075 —107,787 —114,227 
Surplus or deficit (—) — 24,653 —31,450 -—29,600 -—27,950 -—27,100 —26,150 


Non-budgetary transactions 
Loans, investments and 


advances —21 —574 —1,274 —1,175 —1,113 —1,173 
Specified purpose accounts — 220 3,795 4,360 6,050 7,905 7,005 
Other transactions 1,638 1,229 964 — 225 608 1,668 

Net source or requirement (—) 1,397 4,450 4,050 4,650 7,400 7,500 


Financial requirements 
(excluding foreign exchange 


transactions) (—) — 23,256 -—27,000 —25,550 —23,300 —19,700 —18,650 
Total outlays 79,797 90,650 98,200 103,250 108,900 115,400 
Percentage change 15.8 13.6 8.3 5.1 5.5 6.0 
Percentage of GNP 22.4 23.3 22.9 22.0 PEN} 20.8 
Program outlays 62,826 72,520 77,850 80,850 85,250 90,700 
Percentage change 16.9 15.4 7.3 3.9 5.4 6.4 
Percentage of GNP 17.6 18.6 18.1 ies 16.6 16.3 
Public debt charges 16,971 18,130 20,350 22,400 23,650 24,700 
Percentage change 11.9 6.8 12.2 10.1 5.6 4.4 
Percentage of GNP 4.8 4.7 4.7 4.8 4.6 4.4 
Budgetary revenue 
Percentage change 2.0 6.4 14.8 10.1 8.9 9.2 
Percentage of GNP 15.5 15.0 15.7 15.8 15.7 15.9 


Budgetary deficit 
Percentage of GNP (-) —6.9 —8.1 —6.9 — 5.9 —5.3 —4.7 


Financial requirements 
(excluding foreign exchange 


transactions) (—) 
Percentage of GNP —6.5 —6.9 —5.9 — 5.0 —3.8 —3.4 


GNP (billions of dollars) 356.6 389.6 429.7 469.8 512.7 555.4 


The projected decline in financial requirements over the next four years is a central 
element in the government’s fiscal strategy, and it reflects three major influences. 
First, it results in part from relatively rapid growth in budgetary revenues, as the 
ratio of revenues to GNP is expected to rise from 15.0 per cent in 1983-84 to 15.9 per 


cent by 1987-88. Second, it results from the government’s firm commitment to expen- 
diture restraint combined with an above-trend growth rate for nominal GNP. These 
two factors are expected to reduce the ratio of budgetary expenditures to GNP from 
its current level of 23.1 per cent to 20.6 per cent by 1987-88. Lastly, the projected 
drop in financial requirements is due in part to a significant increase in the net 
source of funds provided by the non-budgetary accounts, resulting primarily from the 
swing from deficit to surplus in the unemployment insurance account. This swing 
reflects both the increasing flow of contributions from employees and employers as 
employment increases over the projection period, and the declining flow of benefit 
payments as the level of unemployment comes down. 


Financial requirements are the most comprehensive and economically meaningful 
summary measure of the federal fiscal position, as they show the net direct impact of 
federal activities on credit markets. There are, however, two other summary measures 
that are sometimes referred to: the balance on budgetary transactions and the 
national accounts balance.” As shown in Table 1.3, the three measures of the fiscal 
position follow broadly similar trends over the projection period. 


) See The Federal Deficit in Perspective, which was released with the April 1983 budget, for a discussion of these 
alternative budget balance measures. 


Alternative Measures of the Federal Balance 


1972-73 to 1987-88 (Fiscal Years) 


Financial requirements National 
(excluding foreign Budgetary surplus accounts surplus 
exchange transactions) or deficit (—) or deficit (—) 
Millions Millions Millions 
of Percentage of Percentage of Percentage 
dollars of GNP dollars of GNP dollars of GNP 
— 1,308 —1.2 — 999 —0.9 — 198 —0.2 
—1,517 —1.2 — 1,384 —1.1 186 0.2 
— 2,139 —1.5 — 1,733 —1.2 —47 ~ 
— 4,774 —2.9 — 5,463 —3.3 — 3,942 —2.4 
— 5,548 —2.9 — 6,210 —3.2 — 4,204 —2.2 
— 8,449 — 4.0 — 10,289 —4.9 — 9,388 — 4.5 
—11,1138 — 4.8 — 12,226 —5.3 — 9,597 — 4.1 
— 10,445 — 4.0 — 11,480 —4.3 — 9,083 —3.4 
—10,117 —3.4 — 12,668 —4.3 — 8,994 — 3.0 
— 8,331 —2.5 — 13,606 — 4.0 — 9,374 —2.8 
— 23,256 —6.5 — 24,653 —6.9 — 22,840 —6.4 
Projected 
1983-84 — 27,000 — 25,500 —6.5 
1984-85 — 25,550 — 25,000 —5.8 
1985-86 — 23,300 — 21,200 — 4.5 
1986-87 — 19,700 — 17,800 —3.5 
1987-88 — 18,650 — 18,200 ae a 


Revenues 


The projections for budgetary revenues are broadly similar to the projections in the 
April 1983 budget. They indicate relatively weak growth in 1983-84 and much 
stronger growth in subsequent years. This pattern reflects the estimated decline in 
energy-related revenues this year and their projected recovery thereafter, the delayed 
effects of the recession followed by the gradual recovery of tax bases, and the tax 
measures introduced 1n recent budgets. 


Revenues are expected to grow more rapidly than GNP over the next few years, 
resulting in an increase in the revenues-to-GNP ratio from 15.0 per cent in 1983-84 
to 15.9 per cent by 1987-88. This trend reflects the fiscal strategy adopted in the 
April 1983 budget. Chapter 2 contains a more detailed review of the projections for 
budgetary revenues. 


Expenditures 


Total outlays rose 15.8 per cent in 1982-83 and an estimated 13.6 per cent in 
1983-84, as the recession and the measures in the April 1983 budget had a substan- 
tial impact on several government programs. Expenditures are projected to increase 
more slowly in 1984-85 and subsequent years, as the economic recovery takes some of 
the pressure off social programs and continuing expenditure restraint shows its 
effects. 


The expenditure plan is discussed in Chapter 3. Its main features are similar to those 
of last year’s expenditure plan. Most major components of federal spending are being 
held to rates of growth that are lower than the trend rate of growth in GNP. Overall, 
the government is planning to restrain total outlays to an average annual growth 
rate of 6.2 per cent over the next four years, a rate well below the projected 9.3 per 
cent average annual rate of increase for GNP over the same period. 


Comparison With the April 1983 Fiscal Plan 


Differences between the current fiscal projections and those of the April 1983 budget 
are shown in Table 1.4. The final public accounts data for 1982-83 indicate that 
budgetary revenues were somewhat larger, and budgetary expenditures somewhat 
smaller, than estimated last April. The source of funds from non-budgetary transac- 
tions turned out to be slightly smaller than estimated in April and financial require- 
ments excluding foreign exchange transactions were overestimated by $244 million. 


Table 1.4 


Summary Statement of Transactions: Differences from the April 1983 Budget 


1982-83 to 1986-87" (Fiscal Years) 


1982-83 1983-84 1984-85 1985-86 1986-87 
(millions of dollars) 
Budgetary transactions 
Revenues 260 8 1,645 593 332 
Expenditures (—) 337 — 158 — 2,495 — 1,893 — 1,832 
Surplus or deficit (—) 597 — 150 — 850 — 1,300 — 1,500 
Non-budgetary transactions 
Loans, investments and advances 366 208 245 393 432 
Specified purpose accounts — 50 —§ 135 260 325 
Other transactions — 669 — 353 — 130 —3 — 57 
Net source or requirement (— ) — 353 — 150 250 650 700 
Financial requirements 
(excluding foreign exchange transactions) 244 — 300 — 600 — 650 — 800 
(=) 
(percentage of GNP) 
Budgetary deficit 
April 1983 budget —7.2 —8.2 —6.8 —5.8 —5.1 
February 1984 budget —6.9 —8.1 —6.9 —5.9 —5.3 
Financial requirements 
April 1983 budget —6.7 —7.0 —5.9 —4.9 —3.7 
February 1984 budget —6.5 —6.9 —5.9 — 5.0 —3.8 


“ (—) signifies a smaller source of funds or a larger requirement for funds. 


For the planning years, the current projections indicate the same level of revenues in 
1983-84 and higher revenues thereafter, relative to the April budget projections. 
They also indicate somewhat higher expenditure and deficit levels throughout the 
projection period. The revisions to the revenue forecast reflect the net effects of the 
budget measures and adjustments to the economic forecast. The increases in the pro- 
jections for budgetary expenditures are mainly the result of higher estimates of pub- 
lic debt charges. Financial requirements are currently projected to be $300 million 
higher in 1983-84, $600 million higher in 1984-85, $650 million higher in 1985-86, 
and $800 million higher in 1986-87 than forecast last April. 


2. Budgetary Revenues 
Summary of the Revenue Projections 


In this chapter the multi-year projections for budgetary revenues are presented and 
discussed. The flow of federal revenues reflects both growth in the tax bases and 
changes in the parameters of the tax system. For example, the sharp slowdown in the 
growth of budgetary revenues during the 1982-83 fiscal year was a direct conse- 
quence of the severe economic recession in 1981 and 1982. The declines in corporate 
profits, consumer and business spending, imports, and oil and gas prices, along with 
weak personal income growth, affected the entire range of tax bases and resulted in 
only 2.0 per cent growth in budgetary revenues in 1982-83. The tax measures intro- 
duced in the November 1981, June 1982 and April 1983, budgets and those proposed 
in the current budget also have important revenue implications over the projection 
period. 


The discussion of the revenue forecast in this chapter refers repeatedly to the infor- 
mation contained in two summary tables. Table 2.1 provides the fiscal year revenue 
projections on a component-by-component basis. The tax measures proposed in this 
budget along with their estimated revenue impacts are set out in Table 2.2. A section 
comparing the new multi-year revenue projections with the projections in the April 
1983 budget concludes the chapter. 


Table 2.1 


Budgetary Revenue Forecast 
1982-83 1983-84 1984-85 1985-86 1986-87 1987-88 


(millions of dollars) 


Personal income tax 26,330 28,255 32,810 36,950 40,760 45,205 
Corporate income tax 7,139 7,831 9,806 10,3815 11,422 12,547 
Petroleum and Gas Revenue Tax 1,753 1,795 2,380 2,295 2,570 2,945 
Incremental Oil Revenue Tax 207 85 70 145 130 40 
Non-resident tax 998 975 1,050 1,110 1,170 1,265 
Sales tax 5,894 6,560 7,315 8,780 9,545 10,365 
Customs import duties 2,831 3,270 3,600 3,950 4,145 4,365 
Excise duties 1,274 1,535 1,725 1,920 2,100 2,300 
Other excise taxes 685 745 865 950 1,030 1,130 
Gasoline excise tax 408 370 410 425 435 445 
Oil Export Charge 392 160 - 125 200 245 210 
Natural Gas and Gas Liquids Tax 1,264 430 — — — — 
Canadian Ownership Special Charge — 840 960 975 990 1,015 
Miscellaneous tax 132 145 160 175 190 205 


Table 2.1 (continued) 


Budgetary Revenue Forecast 


1982-83 1983-84 1984-85 1985-86 1986-87 1987-88 


Total tax revenues 49,307 52,996 61,276 68,190 74,732 82,037 
Non-tax revenues 5,816 5,630 6,050 5,935 5,955 6,040 
Total budgetary revenues 55,123 58,626 67,326 74,125 80,687 88,077 
Special total: energy-related revenues” 4,024 3,680 3,945 4,040 4,370 4,655 


(percentage change) 


Personal income tax 9.5 7.3 16.1 12.6 10.3 10.9 
Corporate income tax —12.1 9.7 25.2 5.2 10.7 9.8 
Petroleum and Gas Revenue Tax 110.2 2.4 32.6 — 3.6 12.0 14.6 
Incremental Oil Revenue Tax 590.0  —58.9 —17.6 107.1 —10.3 —69.2 
Non-resident tax — 2.0 — 2.3 Cl 5.7 5.4 8.1 
Sales tax —4.7 11.3 11.5 20.0 8.7 8.6 
Customs import duties —17.7 15.5 10.1 9.7 4.9 5.3 
Excise duties 8.4 20.5 12.4 11.3 9.4 9.5 
Other excise taxes 21.5 8.8 16.1 9.8 8.4 9.7 
Gasoline excise tax —6.4 —9.3 10.8 3.7 2.4 2.3 
Oil Export Charge —24.5 —59.2 —21.9 60.0 22.5 —14.3 
Natural Gas and Gas Liquids Tax 26.7 —66.0 —100.0 — — — 
Canadian Ownership Special Charge -— — 14.3 1.6 1.5 2.5 
Miscellaneous tax 10.0 9.8 10.3 9.4 8.6 7.9 
Total tax revenues 2.8 7.5 15.6 11.3 9.6 9.8 
Non-tax revenues —4.9 —3.2 7.5 —1.9 0.3 1.4 
Total budgetary revenues 2.0 6.4 14.8 10.1 8.9 9.2 
Special total: energy-related revenues” 22.3 —8.5 C2 2.4 8.2 6.5 


(percentage of GNP) 


Personal income tax 7.4 7.3 7.6 7.9 8.0 8.1 
Corporate income tax 2.0 2.0 23 22 22 2.3 
Petroleum and Gas Revenue Tax 0.5 0.5 0.6 0.5 0.5 0.5 
Incremental Oil Revenue Tax 0.1 — — — —_ == 
Non-resident tax 0.3 0.3 0.2 0.2 0.2 0.2 
Sales tax LZ 1.7 er 1.9 1.9 1.9 
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Table 2.1 (continued) 


Budgetary Revenue Forecast 


1982-83 1983-84 


Customs import duties 0.8 0.8 
Excise duties 0.4 0.4 
Other excise taxes 0.2 0.2 
Gasoline excise tax 0.1 0.1 
Oil Export Charge 0.1 — 
Natural Gas and Gas Liquids Tax 0.4 0.1 
Canadian Ownership Special Charge a 0.2 
Miscellaneous tax —- — 
Total tax revenues 13.8 13.6 
Non-tax revenues 1.6 1.4 
Total budgetary revenues 15.5 15.0 
Special total: energy-related revenues” Lal 0.9 
GNP (billions of dollars) 356.6 389.6 


1984-85 


(percentage of GNP) 


1985-86 


0.8 0.8 
0.4 0.4 
0.2 0.2 
0.1 0.1 
0.2 0.2 
14.3 14.5 
1.4 1.3 
15.7 15.8 
0.9 0.9 
429.7 469.8 


1986-87 


0.9 


512.7 


1987-88 


555.4 


® JTncludes the Petroleum and Gas Revenue Tax, the Incremental Oil Revenue Tax, the gasoline excise tax, the Oil Export Charge, 
the Natural Gas and Gas Liquids Tax, and from April 1, 1983, the Canadian Ownership Special Charge. The portions of the cor- 
porate, non-resident and sales taxes relating to the energy sector are not included in this definition. 


Table 2.2 


New Tax Measures with Major Impacts on Revenue 


Personal Income Tax 

Improved tax assistance for pensions 

Rollover of farm capital gains to an RRSP 

Tax credit for Employee Profit-Participation Plans 

Deduction of one-half of qualified employee stock option 
benefits 

Increase in exemption for tax instalments 

Changes relating to alimony and maintenance payments 

Restrictions on tax deferral through offshore mutual funds 


Total personal income tax changes 


Corporate Income Tax 

Simplification of small business tax measures” 
Tax credit for Employee Profit-Participation Plans 
One-year suspension of IORT (partial effect) 


Total corporate income tax changes 


1984-85 


1985-86 


1986-87 


(millions of dollars) 


— 150 
—70 
— 20 
—10 


— 220 
—70 
— 40 
—10 


1987-88 
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Table 2.2 (continued) 


New Tax Measures with Major Impacts on Revenue 


1984-85 1985-86 1986-87 1987-88 


(millions of dollars) 


Incremental Oil Revenue Tax 


One-year suspension of IORT (gross effect) — 290 — 90 = — 
Federal Sales Tax Changes —10 —10 —10 —10 
Total of all revenue measures —215 — 495 — 5955 — 695 


“) Assuming the legislation will receive royal assent in 1984. 


Budgetary revenues increased by only 2.0 per cent in 1982-83 as the impact of the 
1981-1982 recession slowed the growth in most tax bases considerably. In the current 
year, the budget projections indicate only a modest increase in revenue growth to 

6.4 per cent, largely reflecting the continuing impact of previous years’ corporate 
losses and the measures in the April 1983 budget that were directed at improving 
corporate cash flow. Thereafter, more substantial growth is expected as sustained eco- 
nomic recovery results in a steady expansion of the tax bases. Growth in revenues 
during the 1984-85 to 1987-88 period is projected to exceed the growth in GNP. Asa 
result, budgetary revenues as a percentage of GNP are projected to increase steadily 
from 15.0 per cent in 1983-84 to 15.9 per cent in 1987-88. 


Underlying the general pattern of revenue growth are very different trends for the 
individual revenue components. In particular, personal income tax revenues, account- 
ing for almost half of total budgetary revenues, are projected to increase at a more 
rapid pace than total revenues over the entire projection period. With the exception 
of 1985-86, corporate tax revenues, the second largest and most volatile component of 
total revenues, are projected to rise more rapidly than total revenues as corporate 
profits recover from their recession lows and grow steadily over the projection period. 
Revenues from sales and excise taxes are also expected to increase at above-average 
rates, due to the growth in the relevant tax bases over the course of the recovery and 
the implementation of the Special Recovery Tax introduced in the April 1983 
budget. The revenue components that are expected to grow more slowly than average 
over the projection period include the energy-related taxes,” customs import duties, 
and non-tax revenues. The below-average growth in energy-related taxes reflects 
assumptions with respect to international and domestic oil prices and domestic 
energy consumption and production. Reductions in effective tariff rates, as a result of 
the Multilateral Trade Negotiations agreement signed in 1979, have a moderating 
influence on the revenue flow from customs import duties. Finally, an assumed 
decline in interest rates over the projection period contributes to the relatively slow 
growth in return on investments, and thus in total non-tax revenues. 


‘) The energy-related taxes are defined to include the Petroleum and Gas Revenue Tax, the Incremental Oil Reve- 


nue Tax, the gasoline excise tax, the Oil Export Charge, the Natural Gas and Gas Liquids Tax, and from April 1, 
1983, the Canadian Ownership Special Charge. The portions of the corporate tax, non-resident tax and sales tax 
relating to the energy sector are not included in energy-related revenues in this definition. 
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Review by Revenue Component 


Personal Income Tax 


Revenues from the personal income tax are projected to increase 7.3 per cent this fis- 
cal year, 16.1 per cent in 1984-85, 12.6 per cent in 1985-86, 10.3 per cent in 1986-87 
and 10.9 per cent in 1987-88. As a percentage of GNP, personal income tax revenues 
are forecast to increase steadily from 7.3 per cent in 1983-84 to 8.1 per cent in 
1987-88. The projected profile for personal income is a key determinant of the reve- 
nue outlook. In 1983 personal income is estimated to have increased by approxi- 
mately 6 per cent, while annual increases in the range of 8 to 9.5 per cent are pro- 
jected over the remainder of the planning period. The excess of personal income tax 
revenue growth over personal income growth in the 1984-85 to 1986-87 period reflects 
the revenue-increasing measures introduced in the previous three budgets and a pro- 
jected slowing in the growth of total personal exemptions due to the changing age 
structure of the population. The impact of the measures in this budget which affect 
personal income tax revenues is summarized in Table 2.2. 


Corporate Income Tax 


The projected profile of corporate income tax revenue (excluding the Petroleum and 
Gas Revenue Tax and the Incremental Oil Revenue Tax) over the forecast period is 
determined by the growth in corporate profits, adjusted for the revenue impact of the 
proposed discretionary tax measures in Table 2.2. The pattern of prior years’ losses is 
important in explaining the pattern in 1983-84 and 1984-85. From 1981 to 1982 cor- 
porate profits declined by approximately 36 per cent; consequently, corporate income 
tax revenue dropped sharply in 1982-83. Since then corporate profits have 
experienced a sharp turnaround and by the third quarter of 1983 stood at about 

90 per cent of their pre-recession level. In 1983 corporate profits are estimated to 
have increased by almost 54 per cent. However, the ability of corporations to apply 
losses incurred in 1981 and 1982 to the higher level of taxable income in 1983 and 
subsequent years serves as a moderating influence on revenue growth in 1983-84 and 
1984-85. Over the remainder of the projection period, the flow of revenue is expected 
to increase faster than GNP so that the ratio of corporate tax revenue to GNP 
increases to close to the 1981-82 ratio by 1987-88. 


Sales Tax, Excise Taxes and Excise Duties 


Revenue from the sales tax and excise taxes and duties is dependent upon the growth 
of consumer and business expenditures. The sales tax base includes spending on 
several categories of consumer goods, investment goods and construction materials. 
Consumer spending on tobacco and alcohol products constitutes a significant part of 
the base for the excise taxes and duties. In 1982-83 the flow of revenue from the sales 
tax declined 4.7 per cent, reflecting the disproportionate impact of the 1981-1982 
recession on the major components of the sales tax base; namely, on the demand for 
consumer durables, building materials, and business investment in machinery and 
equipment. As the recovery proceeds and the tax base expands, sales tax revenue is 
also expected to increase. Included in this projection is the impact of the Special 
Recovery Tax introduced in the April 1983 budget. 
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Energy-Related Revenues 


Energy-related revenues are expected to grow more slowly than total revenues over 
the projection period. This follows from the forecast assumptions about international 
oil prices, the domestic oil and gas pricing regime, domestic energy consumption and 
production, and from policy changes resulting from the Amending Agreement signed 
on June 30, 1983 between the federal government and Alberta, and the Volume 
Related Incentive Pricing scheme for gas exports announced on July 6, 1983. In 
addition, the extended suspension of the Incremental Oil Revenue Tax proposed in 
this budget contributes to the relatively slow revenue growth. 


In the current fiscal year total energy-related revenues are expected to decline by 
8.5 per cent due in large part to weak international oil prices and declining demand 
and domestic production. Specifically, the flow of revenue from the Incremental Oil 
Revenue Tax, the gasoline excise tax, the Oil Export Charge and the Natural Gas 
and Gas Liquids Tax is projected to fall in 1983-84. Thereafter, the growth in 
energy-related tax revenue is expected to lag behind the growth in GNP, with total 
receipts declining to about 0.8 per cent of GNP by 1987-88. 


The Amending Agreement with Alberta introduced three measures which impact on 
the domestic oil and gas pricing regime: the price of old oil (pre-March 31, 1974) was 
frozen at $187.21 per cubic metre as long as this price exceeds 75 per cent of the 
world price; the new oil reference price was extended to “‘special old oil”’ (oil dis- 
covered between March 1974 and December 1980) and to infill wells; and the 
Toronto wholesale price of natural gas was constrained to not exceed 65 per cent of 
the blended price of oil at Toronto. The Volume Related Incentive Pricing scheme 
was implemented in response to the excess supply and low price of natural gas pre- 
vailing in U.S. markets. The scheme allows for a price of U.S. $124.64 per million 
cubic metres (m.c.m.) for gas exports below a certain volume and U.S. $96.31 per 
m.c.m. for exports in excess of that volume. 


The effective rate of the Petroleum and Gas Revenue Tax, which had been tem- 
porarily reduced to 11 per cent in the National Energy Program Update of May 31, 
1982, was restored, as provided under current law, to its previous level of 12 per cent 
on June 1, 1983. Revenue from this tax is expected to grow roughly in line with net 
operating income in the oil and gas production sector. The extension of the new oil 
reference price to special old oil will have a positive impact on net operating income, 
while the 65-per-cent parity constraint on the wholesale price of natural gas relative 
to the blended price of oil is expected to have the opposite effect. The net effect of 
these changes on operating income is estimated to be positive. Nevertheless, given 
the assumed continued softness in the international price of oil, the revenue flow from 


the Petroleum and Gas Revenue Tax will grow moderately throughout the projection 
period. 


The Incremental Oil Revenue Tax is levied on incremental revenues from oil dis- 
covered prior to 1981 and results from differences between the wellhead oil price and 
the price as scheduled in the National Energy Program of 1980. Commencing in 
June 1982, this tax was suspended for one year for conventional oil. In the April 
1983 budget this suspension was extended for another year until May 31, 1984 and 


the tax is being suspended for one more year in this budget. The Incremental Oil 
Revenue Tax remains in place for petroleum produced from tar sands mining projects 
in commercial production prior to 1976. 


The special excise tax on gasoline used for non-commercial purposes is levied at 

1.5 cents per litre. Since the tax is specific, annual revenue is typically quite stable 
from year to year. Due to the decline in gasoline demand, however, revenue dropped 
from $436 million in 1981-82 to $408 million in 1982-83. In the current fiscal year 
revenue is estimated to have declined further to $370 million as gasoline demand 
continued to decrease. As demand subsequently increases, revenues are projected to 
return to their 1981-82 level by 1985-86 and remain relatively stable thereafter. 


The federal share of Oil Export Charge revenue is estimated to have fallen from 
$392 million in 1982-83 to $160 million in 1983-84. In 1984-85 revenue is projected 
to decline still further, to $125 million. The main factor underlying the revenue 
decline in 1983-84 is the sharp fall in export tax rates due to weak international oil 
prices and the convergence of the domestic and world oil prices; in 1984-85 the 
decline in revenue is attributable to a sharp decline in exports. In 1983-84 the 
decline in revenue is offset to some extent by an increase in exports due to the deci- 
sion of the National Energy Board to license light crude oil exports and to the 
increase in the producibility of heavy crude oil for subsequent export. A further influ- 
ence depressing Oil Export Charge revenue over the projection period is the cancella- 
tion, effective May 1, 1983, of the Transportation Fuel Compensation Recovery 
Charge on marine bunker fuel used on international voyages. Oil Export Charge 
revenue 1s not projected to return to the 1982-83 level. 


The tax on domestic sales of natural gas and gas liquids is set so as to achieve 
approximately 65 per cent heat-equivalent parity between the wholesale price of gas 
at the Toronto city gate and the blended price of oil at Toronto. Revenues from the 
Natural Gas and Gas Liquids Tax declined significantly in 1983-84 due to a reduc- 
tion in domestic gas sales and to a decline in the tax rate. The tax rate being the dif- 
ference between the Toronto wholesale price of gas and 65 per cent of the blended 
price of oil at Toronto, measured in equivalent units, declines as these two prices con- 
verge. Beyond February 1, 1984 no revenue will accrue, as the energy price differen- 
tial is projected to be zero from that date. 


The Canadian Ownership Special Charge has been extended beyond September 
1983 at the current rates of $7.25 per cubic metre of oil and $0.14 per gigajoule of 
gas. A portion of the revenue from this charge was used to finance Petro-Canada’s 
purchase of Petrofina, with an additional amount earmarked for the government’s 
contribution to the possible refinancing of Dome Petroleum. In the April 1983 
budget the 1983-84 revenue from this source was accounted for as budgetary revenue 
except for $500 million earmarked for Dome. It is now very unlikely that Dome 
Petroleum will require federal assistance and thus the $500 million originally ear- 
marked for this purpose is currently accounted for as budgetary revenue. The impact 
of this development is to reduce both the budgetary deficit and financial require- 
ments by $500 million in 1983-84. 
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Other Tax Revenue 


Other tax revenue sources include the non-resident withholding tax, customs import 
duties, and miscellaneous taxes. These tax categories are expected to increase at rela- 
tively moderate rates over the forecast horizon. 


The non-resident tax represents amounts of income withheld from earnings of non- 
residents and remitted to the government. These taxes apply to dividends, certain 
interest payments, rents, royalties and other forms of income payable to non-resi- 
dents. The largest single sources of revenue are derived from dividends and interest 
paid to non-residents. The miscellaneous tax category represents primarily revenue 
from foreign life insurance companies. 


Revenue from customs import duties consists mainly of ad valorem taxes on the 
importation of goods. In 1982-83, revenue collections declined 17.7 per cent reflecting 
the 14.1-per-cent decline in imports of goods in 1982 and declines in tariff rates on 
January 1, 1982 and January 1, 1983. The tariff rate reductions were in accordance 
with the Multilateral Trade Negotiations agreement signed in 1979 which implies 4 
to 5 per cent per year reductions from 1980 through 1987 in the average effective 
tariff rate. A significant increase in revenue is expected in the current year as a 
strong rebound in goods imports offsets the scheduled January 1, 1984 tariff rate 
reduction. Over the remainder of the projection period, imports of goods are assumed 
to grow faster than GNP, but with the planned annual tariff cuts, revenue will grow 
at roughly the same rate as GNP. 


Non-Tax Revenue 


Non-tax revenue consists of return on investments, refunds of previous years’ expendi- 
ture, privileges, licences and permits, service fees, profits on bullion and coinage, pre- 
miums and discounts on exchange, and miscellaneous non-tax revenue. Return on 
investments includes Bank of Canada profits, interest received on loans, investments 
and advances to such lending institutions as the Canada Mortgage and Housing Cor- 
poration and the Farm Credit Corporation, Exchange Fund profits and interest on 
government balances with the chartered banks. 


Total non-tax revenue declined 4.9 per cent in 1982-83 as the flow of revenue from 
both return on investments and the miscellaneous category fell. A further decline in 
total non-tax revenue is expected in the current fiscal year due to a 5.1 per-cent 
decrease in return on investments. Lower Bank of Canada and Exchange Fund prof- 
its underlie this decline and they in turn reflect lower interest rates together with 
lower Bank of Canada holdings of government debt. In the later years total revenue 
from return on investments is expected to remain relatively stable. Other non-tax 
revenue 1s projected to grow at below the rate of growth of GNP. 


Comparison with the April 1983 Budget 


Table 2.3 compares the current projections of federal budgetary revenues with those 
provided in the April 1983 budget. The changes are divided into two broad catego- 
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ries: those arising from changes to the forecasts of the various tax bases and/or revi- 
sions to the forecasting methodologies and assumptions resulting from new informa- 
tion; and those resulting from the tax measures proposed in this budget. 


Table 2.3 


Budgetary Revenues Comparison with the April 1983 Budget 
1982-83 1983-84 1984-85 1985-86 1986-87 


(millions of dollars) 
April 1983 budget level 54,863 58,618 65,681 dovee 80,355 


Changes between the April 1983 and 
February 1984 budgets excluding the 
current budget measures 


Personal income tax — 100 —745 410 965 1,255 
Corporate income tax 271 43 835 — 82 — 208 
Petroleum and Gas Revenue Tax 143 — 235 175 —215 — 205 
Incremental Oil Revenue Tax 17 —10 250 180 95 
Non-resident tax —27 —65 — 25 — 45 —65 
Sales tax 24 150 — 20 50 — 160 
Customs import duties 36 565 685 840 860 
Excise duties —1 45 35 10 — 20 
Other excise taxes 25 — 25 —10 — 30 — 50 
Gasoline excise tax 3 — 30 —5 o —10 
Oil Export Charge —13 65 — 30 10 45 
Natural Gas and Gas Liquids Tax 24 35 _ — — 
Net petroleum compensation revenue” — 200 _ — 100 _ + 
Canadian Ownership Special Charge = 440 —§ —10 —10 
Miscellaneous tax —3 — — — _ 
Non-tax revenues 61 — 225 — 335 — 585 — 640 
Sub-total 260 8 1,860 1,088 887 
February 1984 budget measures” - - —215 — 495 — 555 


Budgetary revenues 55,123 58,626 67,326 74,125 80,687 


“ At the time of the April 19, 1983 budget, net petroleum compensation revenue was included in budgetary revenue. Net 
petroleum compensation revenue is now netted against budgetary expenditures and thus is no longer classified as budgetary 
revenue. This change is in accordance with the 1982-83 public accounts treatment of the item. 


) The impacts shown for the budget measures represent the direct changes in revenue only. 
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3. The Expenditure Plan 


This chapter provides an overview of the government’s multi-year expenditure plan 
by envelope. The multi-year approach to expenditure planning was introduced in 
1979, following the recommendations of the Royal Commission on Financial Man- 
agement and Accountability (the Lambert Commission). The previous expenditure 
plan for the planning period 1983-84 to 1986-87 was presented to Parliament in the 
April 1983 budget. This chapter updates that plan in light of the budget measures 
and an updated economic forecast, and extends the planning period to 1987-88. 


The Expenditure Planning Process 


The new expenditure plan is set out in Table 3.1. It establishes revised spending lev- 
els for each of nine policy sectors or “‘envelopes’”’ for the next three years and extends 
the projections to 1987-88. In addition, a projection is set out for public debt charges 
and provision is made for a central reserve against possible overruns in the costs of 
major statutory programs.” The major statutory programs include such programs as 
the government’s contribution to unemployment insurance, equalization payments to 
the provinces, cash payments to the provinces for health and post-secondary educa- 
tion programs and subsidy payments to the railroads for handling grain. Finally, an 
allowance, called a lapse, is made for the estimated degree to which actual spending 
on all government programs will be less than the levels authorized by Parliament. 
This allowance is estimated on the basis of historical experience. 


The allocation of funds within envelopes is managed by cabinet committees and is 
governed by the rules of the Policy and Expenditure Management System.” Four 
cabinet policy committees are responsible for Social Development (the Social Affairs, 
and Justice and Legal envelopes), Economic and Regional Development (the Eco- 
nomic Development and Energy envelopes), Government Operations (the Services to 
Government, and Parliament envelopes), and Foreign and Defence Policy (the 
Defence, and External Affairs and Aid envelopes). The Fiscal Arrangements and 
Public Debt envelopes are the direct responsibility of the Cabinet Committee on Pri- 
orities and Planning, which also sets the overall envelope ceilings based on the 
recommendations of the Minister of Finance. 


The cabinet committees are responsible for making policy decisions, which are sub- 
ject to the final approval of cabinet, within the general areas of responsibility defined 


“) As defined in the 1984-85 Main Estimates, statutory expenditures are those that have been given continuing 
authority by act of Parliament and therefore require no new parliamentary approval. 


® See the Policy and Expenditure Management System, Privy Council Office, March 1981 and Guide to the Policy and 
Expenditure Management System, President of the Treasury Board of Canada, 1980. 


19 


by their respective envelopes. Priorities are established and new policy initiatives 
must be traded off within the overall constraints of the envelope expenditure ceilings. 
The additional costs, or cost savings, resulting from cabinet committee decisions are 
debited or credited to the ‘free balance” within the envelope, which is normally 
referred to as the ‘“‘policy reserve’. The envelope system encourages cabinet commit- 
tees to review existing programs regularly with a view to freeing up resources for new 
programs and for other higher priority initiatives. Furthermore, the multi-year plan- 
ning framework encourages the cabinet committees to establish priorities among the 
planning years, as well as between individual programs, and it facilitates a broader 
perspective on spending decisions. It provides a system within which the broad out- 
lays targets and spending priorities of the government can be discussed and set out in 
advance by the Priorities and Planning Committee of cabinet upon recommendation 
by the Minister of Finance, permitting the individual and specific decisions on par- 
ticular programs to be made over the course of the year by cabinet committees within 
the overall constraints of the fiscal framework. 


The expenditure planning process is an ongoing one, in which the targets for total 
outlays (the sum of budgetary expenditures and non-budgetary loans, investments 
and advances) and the levels for particular envelopes are reviewed annually in light of 
changing social and economic conditions and evolving government priorities. Thus, 

an expenditure plan which is presented for the fiscal year four years ahead will inevi- 
tably be updated on several occasions in budget or Main Estimate presentations over 
the course of the five-year planning cycle. 


Table 3.1 


The Expenditure Plan by Envelope 


1982-83 1983-84 1984-85 1985-86 1986-87 1987-88 


Economic Development 


Millions of dollars 8,546 10,691 11,251 11,552 11,694 11,990 

Percentage change 23.9 25.1 5.2 PATE 1.2 2.5 

Percentage of total 10.7 11.8 11.5 11.2 10.7 10.4 
Energy 

Millions of dollars 3,008 3,449 4,016 3,758 3,503 3,653 

Percentage change 87.1 14.7 16.4 —6.4 —6.8 4.3 

Percentage of total 3.8 3.8 4.1 3.6 3.2 3.2 
Social Affairs 

Millions of dollars 31,993 38,096 39,707 41,297 43,963 46,497 

Percentage change 16.0 19.1 4.2 4.0 6.5 5.8 

Percentage of total 40.1 42.0 40.4 40.0 40.4 40.3 
Justice and Legal 

Millions of dollars 1,536 1,800 2,037 2,220 2,305 2,932 

Percentage change 11.0 Whar 13.2 9.0 3.8 9.8 

Percentage of total 1.9 2.0 2.1 2.2 2.1 2.2 
Services to Government 

Millions of dollars 2,880 3,885 4,274 4,480 4,586 4,903 

Percentage change — 21.2 34.9 10.0 4.8 2.4 6.9 

Percentage of total 3.6 4.3 4.4 4.3 4.2 4.3 
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Table 3.1 (continued) 


The Expenditure Plan by Envelope 


Parliament 
Millions of dollars 
Percentage change 
Percentage of total 


Defence 
Millions of dollars 
Percentage change 
Percentage of total 


External Affairs and Aid 


Millions of dollars 
Percentage change 
Percentage of total 


Fiscal Arrangements 
Millions of dollars 
Percentage change 
Percentage of total 


Central Reserve 
Millions of dollars 
Percentage change 
Percentage of total 


Lapse and rounding 
Millions of dollars 
Percentage change 
Percentage of total 


Program outlays 
Millions of dollars 
Percentage change 
Percentage of total 


Public debt charges 
Millions of dollars 
Percentage change 
Percentage of total 


Total outlays 
Millions of dollars 
Percentage change 
Percentage of total 


GNP (billions of dollars) 


1982-83 


62,826 
16.9 
78.7 


16,971 
11.9 
21.3 


79,797 
15.8 
100.0 


356.6 


1983-84 


183 


7,899 
13.0 


2,399 
17.4 


5,783 


1984-85 


192 


— 1,828 
9.8 
—1.9 


77,850 
7.3 
79.3 


20,350 
12.2 
20.8 


98,200 
8.3 
100.0 


429.7 


1985-86 


204 
6.3 
0.2 


9,533 
8.6 
9.2 


2,929 
7.6 
2.8 


5,877 
—0.4 
5.7 


900 
12.5 
0.9 


— 1,900 
3.9 
—1.8 


80,850 
3.9 
78.3 


22,400 
10.1 
PANE? 


103,250 
5.1 
100.0 


469.8 


1986-87 


217 
6.4 
0.2 


10,383 
8.9 
9.5 


3,256 
11.2 
3.0 


6,441 
9.6 
5.9 


1,000 
11.1 
0.9 


— 2,098 
10.4 
—1.9 


85,250 
5.4 
78.3 


23,650 
5.6 
21.7 


108,900 
5.5 
100.0 


512.7 


1987-88 


231 
6.5 
0.2 


11,149 
7.4 
9.7 


3,721 
14.3 
3.2 


7,126 
10.6 
6.2 


1,100 
10.0 
1.0 


— 2,202 
5.0 
—1.9 


90,700 
6.4 
78.6 


24,700 
4.4 
21.4 


115,400 
6.0 
100.0 


555.4 
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Before reviewing each envelope in detail some general observations on the character- 
istics of the envelopes are in order. By far the largest envelope is Social Affairs, which 
accounts for two-fifths of federal government spending. This envelope consists, for the 
most part, of statutory transfers to persons and to the provinces. Its proportionate 
share of government spending was larger in 1983-84 than the recent historical norm 
as a result of increases in spending on statutory programs, and on programs initiated 
by the government in response to the 1981-1982 recession. The other two envelopes 
with large statutory programs are Public Debt Charges and Fiscal Arrangements. 
Together, these three envelopes account for about two-thirds of all federal 
expenditures. 


The next largest share of federal spending is accounted for by the Economic Develop- 
ment and Energy envelopes, which together will represent approximately 16 per cent 
of total outlays in 1984-85. The proportion of total outlays allocated to the Defence 
envelope and the External Affairs and Aid envelope will amount to about 12 per cent 
in 1984-85. The two envelopes which most reflect the cost of the government’s inter- 
nal operations are Services to Government and Parliament, which together will 
account for about 4.5 per cent of federal spending in 1984-85. Finally, the Justice 
and Legal envelope will account for about 2 per cent of total federal spending 

in 1984-85. 


Comparision with the April 1983 Budget 


Table 3.2 provides a summary of the changes to the total outlays projections since 
the April 1983 budget. Actual expenditures for 1982-83 were approximately 
$700 million less than estimated in the April budget and it is expected that expendi- 


Table 3.2 
Major Changes in Total Outlays Since the April 1983 Budget 
1982-83 1983-84 1984-85 1985-86 1986-87 


(millions of dollars) 


April 1983 budget level 80,500 90,700 95,950 101,750 107,500 
Changes Since April 1983 
Public debt charges 51 180 1,050 2,175 2,029 
Established Programs Financing - 985 186 201 270 
Canada Assistance Plan 52 291 348 414 477 
Fiscal Arrangements 214 75 —121 — 333 —412 
Unemployment Insurance — 34 — 209 —151 — 229 —179 
Other changes — 986 — 1,372 540 — 1,210 — 1,792 
Sub-total — 703 — 50 1,852 1,018 889 
Budget Measures 
Guaranteed Income Supplement increase - ~ 248 482 oll 
Youth Employment Programs = — 150 - = 
February 1984 budget levels 79,797 90,650 98,200 103,250 108,900 


ee ee ee ee ee 
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tures for 1983-84 will be approximately $50 million lower. The expenditure forecasts 
for the remaining fiscal years are between $1.4 billion and $2.3 billion higher. The 
primary source of the expected increases over the forecast. period is increased public 
debt charges, although there have also been changes in statutory program forecasts. 
Forecast expenditures for the government contribution to the unemployment insur- 
ance program have declined considerably since the April 1983 forecast with the 
improved outlook for employment over the forecast period. 


Review by Envelope 


Economic Development 


The major program areas covered by the Economic Development envelope include 
transportation and communications, agriculture, regional economic development, 
industrial development, science and technology, fisheries, forestry and consumer and 
corporate affairs. Expenditures in the envelope include grants to promote investment 
and productivity growth, and loans to Crown corporations and private sector enter- 
prises. A number of major initiatives have been undertaken over the past few years 
within this envelope. These include the western transportation program, the rational- 
ization of regional and industrial economic development programs and various 
actions associated with the extension of Canadian offshore limits to 200 miles. 


The levels established in the new fiscal plan are somewhat higher than those set out 
in the April 1983 budget. This reflects several factors, an important one being that 
the funds allocated to the Special Recovery Capital Projects Program, which were 
not broken out by envelope in the April 1983 budget, have subsequently been dis- 
tributed among the envelopes. In 1983-84, increased outlays are forecast for agricul- 
tural and commodity stabilization programs, urea formaldehyde foam insulation 
(UFFD, and payments to Canadair and de Havilland. Overall growth in the Eco- 
nomic Development envelope is 5.2 per cent in 1984-85, 2.7 per cent in 1985-86, 1.2 
per cent in 1986-87 and 2.5 per cent in 1987-88. As a percentage of total outlays, the 
envelope is projected to decline from 11.8 per cent in 1983-84 to 10.4 per cent 

in 1987-88. 


Table 3.3 


Summary of the Economic Development Envelope 
1982-83 1983-84 1984-85 1985-86 1986-87 1987-88 


(millions of dollars) 


Envelope level 8,546 10,691 11,251 11,552 11,694 11,990 
Percentage change 23.9 25.1 5.2 OE 1.2 2.5 
Percentage of total outlays 10.7 11.8 11.5 11.2 10.7 10.4 
Percentage of program outlays 13.6 14.7 14.5 14.3 13.7 13.2 
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Energy 


The Energy envelope includes a number of programs aimed at enhancing the conser- 
vation and efficient use of energy, increasing the supply of domestically produced oil 
and other sources of energy, and encouraging the use of non-oil energy sources. In 
addition, the National Energy Program, which was introduced in October 1980 and 
updated in May 1982, includes initiatives designed to increase Canadian participa- 
tion in the oil and gas sector, principally through the Petroleum Incentives Program 
and the activities of Petro-Canada. As a percentage of total outlays, the Energy 
envelope is projected to rise to 4.1 per cent in 1984-85 and then decline to 3.2 per 
cent by the final year of the planning period. 


The envelope includes net payments from the Petroleum Compensation Account. 

Net receipts of $35 million were recorded in 1982-83, and show up in the table as a 
negative expenditure entry. The account is projected to register deficits of $261 mil- 
lion in 1983-84 and $291 million in 1984-85, and surpluses in 1985-86 and 1986-87. 


The high growth of the envelope in 1982-83 reflected the start-up of payments under 
the Petroleum Incentives Program in that year. The declines in the envelope size in 
1985-86 and 1986-87 are chiefly due to reductions in net Petroleum Compensation 
payments and equity payments to Petro-Canada. The envelope has also been 
reduced to offset the estimated revenue loss associated with the extended suspension 
of the Incremental Oil Revenue Tax. The envelope is projected to be 0.9 per cent of 
GNP in 1983-84 and 1984-85 and to decline marginally to 0.7 per cent of GNP 

by 1987-88. 


Payments for 1981-82 under this program were carried forward to 1982-83, as the legislation enabling the pay- 
ments to be made did not receive Parliamentary approval until after the start of fiscal year 1982-83. 


Table 3.4 


Summary of the Energy Envelope 


1982-83 1983-84 1984-85 1985-86 1986-87 1987-88 


(millions of dollars) 


Petroleum incentives program 1,809 1,650 1,600 1,850 1,850 1,850 
Petroleum compensation account — 35 261 291 — 243 —22 16 
Other programs 1,234 1,538 25125 2,151 1,675 1,787 


Eee Se 


Envelope level 3,008 3,449 4,016 3,758 3,503 3,653 


a ee ee ee ee ee 


Percentage change 87.1 14.7 16.4 —6.4 — 6.8 4.3 
Percentage of total outlays 3.8 3.8 4.1 3.6 3.2 3.2 


Percentage of program outlays 4.8 4.8 5.2 4.6 4.1 4.0 
a ee ee Se el ee ee eee ee ee eS, 
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Social Affairs 


Social Affairs is by far the largest envelope, accounting for more than 40 per cent of 
total outlays and more than half of program outlays. Of the expenditures included in 
the envelope, about 70 per cent are statutory transfers to other governments or to 
individuals. The projections of the costs of the major statutory programs included in 
this envelope are shown in Table 3.5. Old Age Security benefits are the largest of the 
statutory programs, followed by Established Programs Financing (EPF) payments to 
the provinces, Canada Assistance Plan (CAP) payments to the provinces, the govern- 
ment’s contribution to unemployment insurance, and family allowances. The sharp 
increase in the statutory programs in 1982-83 and 1983-84 reflects the effects of the 
recession and continued high unemployment in 1983 on government unemployment 
insurance contributions and CAP payments. Large increases in EPF payments to 
the provinces in 1983-84 reflect the impact of the June 1983 revisions to the national 
income and expenditure accounts by Statistics Canada, which had the effect of rais- 
ing the level of GNP for several recent years, thereby increasing EPF entitlements 
(which grow with GNP) as well. The increase in EPF cash transfers also results from 
the reduced estimates of the value of the tax points which the federal government 
vacated to the provinces for these programs; under the EPF formula, a decrease in 
the value of the tax points is offset by increased cash payments to the provinces for 
these programs. A factor helping to restrain EPF expenditure growth in 1983-84 and 
1984-85 is the application of the 6&5 per cent limits to the post-secondary education 
component of the arrangements. The growth of major statutory program costs is pro- 
jected to be slower between 1984-85 and 1986-87 as government contributions to 
unemployment insurance decline. 


Table 3.5 


Summary of the Social Affairs Envelope 


1982-83 1983-84 1984-85 1985-86 1986-87 1987-88 


(millions of dollars) 


Unemployment insurance contributions 2,148 2,854 2,709 2,495 2,297 2,168 
Old Age Security, guaranteed income 9,643 10,442 11,584 12,714 13,677 14,620 
supplement and spouses’ allowances 
Family allowances 2-201 2,020 2,429 2,561 2,723 2,870 
Established Programs Financing 5,592 7,746 7,535 8,112 8,999 9,832 
Canada Assistance Plan 2,832 3,431 3,696 3,975 4,252 4,303 
Other programs 9,547 11,296 11,754 11,440 12,015 12,704 
Envelope level 31,993 38,096 39,707 41,297 438,963 46,497 
Percentage change 16.0 19.1 4.2 4.0 6.5 5.8 
Percentage of total outlays 40.1 42.0 40.4 40.0 40.4 40.3 
Percentage of program outlays 50.9 52.5 51.0 $1.1 51.6 51.3 
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Other Social Affairs programs include the activities of the Canadian Broadcasting 
Corporation, Indian and Northern Affairs Canada, the Canada Mortgage and Hous- 
ing Corporation, the Secretary of State, Veterans Affairs Canada and Employment 
and Immigration Canada. Total spending on this second group of programs 
increased substantially in 1982-83 and 1983-84, reflecting special employment and 
training initiatives and special programs designed to stimulate the housing sector. 
However, spending on this group of programs is expected to grow more slowly 
between 1984-85 and 1986-87, as most of the special programs come to an end in 
1983-84 or 1984-85 and lower inflation rates have a moderating effect on the growth 
in general program costs. 


Justice and Legal 


The programs forming the Justice and Legal envelope include those of the Depart- 
ment of Justice, the RCMP, correctional services, the Ministry of the Solicitor Gen- 
eral, the Canadian Human Rights Commission and the Supreme Court of Canada. 
Over 80 per cent of expenditures in the envelope are for the RCMP and correctional 
services. An increase in the projected costs of correctional services due to inmate 
population growth is a major reason for the growth of the envelope. The fluctuation 
in the growth rate over the latter three years of the plan relates to the expected pro- 
file for capital expenditures for correctional services. 


Table 3.6 


Summary of the Justice and Legal Envelope 


1982-83 1983-84 1984-85 1985-86 1986-87 1987-88 


(millions of dollars) 


Envelope level 1,536 1,800 2,037 2,220 2,305 2,532 
Percentage change 11.0 iver 13:2 9.0 3.8 9.8 
Percentage of total outlays 1.9 2.0 2.1 22 2.1 2.2 
Percentage of program outlays 2.4 2.5 2.6 vey 7h 2.8 


Services to Government 


The Services to Government envelope is comprised of several departments and agen- 
cies engaged in a variety of activities including the provision of services, supplies and 
general accommodation to federal departments and agencies, and the maintenance 
of roads, bridges, marine facilities, public utilities and federal lands. Contributing to 
the growth in the envelope in 1983-84 is the start-up of construction work on the new 
National Gallery and Museum of Man projects. 
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Table 3.7 


Summary of the Services to Government Envelope 


1982-83 1983-84 1984-85 1985-86 1986-87 1987-88 


(millions of dollars) 


Envelope level 2,880 3,885 4,274 4,480 4,586 4,903 

Percentage change — 21.2 34.9 10.0 4.8 2.4 6.9 

Percentage of total outlays 3.6 4.3 4.4 4.3 4.2 4.3 

Percentage of program outlays 4.6 5.4 5.5 5.5 5.4 5.4 
Parliament 


The Parliament envelope consists of expenditures for the House of Commons, the 
Senate and the Library of Parliament. The rate of growth in the envelope is expected 
to be fairly moderate over the forecast period. The decline in the growth rate of 1984- 
85 over 1983-84 reflects the economy measures which Parliament has effected in the 
recent past. 


Table 3.8 


Summary of the Parliament Envelope 
1982-83 1983-84 1984-85 1985-86 1986-87 1987-88 


(millions of dollars) 


Envelope level 167 183 192 204 Palys 231 

Percentage change 10.6 9.6 4.9 6.3 6.4 6.5 

Percentage of total outlays 0.2 0.2 0.2 0.2 0.2 0.2 

Percentage of program outlays 0.3 0.3 0.2 0.3 0.3 0.3 
Defence 


About three-quarters of the Defence envelope consists of operating expenditures, with 
the rest being accounted for by capital projects, including the CF-18 fighter aircraft. 
The Defence envelope grew rapidly in 1982-83 and will continue to increase in real 
terms over the next few years. This reflects Canada’s international commitments to 
NATO. Over the fiscal plan years, the annual percentage change drops from 15.9 per 
cent in 1982-83 to 7.4 per cent in 1987-88, reflecting declining inflation rates. A spe- 
cial factor affecting the Defence envelope is the allocation in 1983-84 and 1984-85 for 
the extended youth training and employment program contained in the April 1983 
budget. 
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Table 3.9 


Summary of the Defence Envelope 
Oe ee ee ge eee ee ee 


1982-83 1983-84 1984-85 1985-86 1986-87 1987-88 


I II I i 


(millions of dollars) 


Envelope level 6,990 7,899 8,782 9,533 10,3883 11,149 
ce Fc re a ee a eh 
Percentage change 15.9 13.0 11.2 8.6 8.9 7.4 
Percentage of total outlays 8.8 8.7 9.0 9.2 9.5 9.7 
Percentage of program outlays ied! 10.9 11.3 11.8 12.2 12.3 


External Affairs and Aid 


As shown in Table 3.10, the largest part of External Affairs and Aid spending 1s for 
Official Development Assistance (ODA). Most of this spending takes the form of 
direct grants, although a significant part of ODA is also disbursed through contribu- 
tions to international financial institutions. These latter payments are in the form of 
promissory notes and are not counted as part of envelope expenditures until the year 
in which they are encashed by the institutions. The international financial institu- 
tions provide estimates of the probable timing of encashment of these notes. Given 
the uneven year-to-year pattern of these encashments, the growth pattern of the 
envelope is noticeably affected throughout the planning period. 


The growth of the envelope reflects the government’s commitment to attain levels of 
ODA of 0.5 per cent of GNP by 1985-86 and 0.7 per cent by 1990-91. Also included 
as ODA are the expenditures of the Petro-Canada International Assistance Corpora- 
tion, which are included in the Energy envelope. It should be noted that the expendi- 
ture figures reported in Table 3.10 are estimated cash outlays rather than the “‘com- 
mitments” which are commonly used in international reporting of ODA 
contributions. 


Table 3.10 


Summary of the External Affairs and Aid Envelope 


1982-83 1983-84 1984-85 1985-86 1986-87 1987-88 


(millions of dollars) 


Official development assistance 1,385 1,652 2,005 2,179 2,495 2,897 
Other 658 747 716 750 761 824 
Envelope level 2,043 2,399 PPA 2,929 3,256 3,721 
Sa aS ee ee Ee Sh A en Pen an ae ee 
Percentage change 20.0 7A 13.4 7.6 2 14.3 
Percentage of total outlays 2.6 2.6 2.8 2.8 3.0 3.2 
Percentage of program outlays 3.3 3.3 3.5 3.6 3.8 4.1 


Se i ae gt ee ee ee ee eee 
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Table 3.11 


Fiscal Arrangements 


Programs included in the Fiscal Arrangements envelope consist for the most part of 
unconditional transfers to the provinces, of which equalization payments account for 
about 90 per cent (see Table 3.11). The next largest type of payment, at $231 million 
in 1983-84, is for grants paid to local governments and provinces in lieu of taxes on 
federal property. The other two major items in the envelope are reciprocal taxation 
payments to provinces in respect of consumption taxes, and payments to provinces of 
the major share of federal income taxes collected from privately owned public utili- 
ties. The “other” category shown in Table 3.11 includes the source of funds provided 
by repayment to the government of a number of special loans to other governments. 


Summary of the Fiscal Arrangements Envelope 


1982-83 1983-84 1984-85 1985-86 1986-87 1987-88 


(millions of dollars) 


Equalization 5,041 5,347 5,442 5,007 5,896 6,562 
PUITTA payments” 142 193 210 228 240 255 
Statutory subsidies 36 36 36 36 36 36 
Reciprocal taxation 157 211 220 245 269 280 
Youth allowance recovery — 225 —213 — 247 — 268 — 289 — 318 
Municipal grants 209 231 258 285 312 334 
Other 303 — 22 —21 — 26 — 23 — 23 
Envelope level 5,663 5,783 5,898 5,877 6,441 7,126 
Percentage change 19.6 Dal 2.0 — 0.4 9.6 10.6 
Percentage of total outlays del 6.4 6.0 5.7 5.9 6.2 


Percentage of program outlays 9.0 8.0 7.6 7.3 7.6 7.9 


“ Public Utilities Income Tax Transfer Act. 


The growth rate of fiscal transfers is projected to vary considerably over the planning 
period, mainly due to fluctuations in equalization payments. Equalization payments 
are determined by an established formula, which is based upon the relative capacities 
of provincial governments to raise revenue in relation to a specified standard. The 
federal government equalizes, or raises to a given standard, the revenue capacity of 
financially disadvantaged provinces by providing cash payments to those provinces. 
While equalization payments normally have a fairly even rate of growth over time 
this pattern is not expected to apply during the period from 1983-84 to 1985-86 
because of the effects of transitional guarantees that are expected to determine the 
entitlements of several provinces in 1982-83 and 1983-84. 
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Public Debt 


The Public Debt envelope covers interest payments on federal government liabilities, 
which are held by the general public, the Bank of Canada and by the government 
itself in a number of special funds and accounts. Unmatured debt includes the out- 
standing balances of Government of Canada domestic marketable bonds, Treasury 
bills, Canada Savings Bonds, Canada Pension Plan investments in federal securities, 
and foreign borrowing. Special funds and accounts include the outstanding balances 
in specified purpose accounts such as the federal government employee superannua- 
tion accounts and deposit and trust accounts. 


In addition, expenditures within the Public Debt envelope cover the premiums, dis- 
counts, commissions and servicing costs necessary to administer the debt program. 


The growth of public debt charges is projected to increase in 1984-85 and then grow 
at a progressively slower pace over the remaining years. This reflects both an 
expected decline in interest rates, as inflation stabilizes and continues to decline 
toward the end of the period, and the declining profile for financial requirements that 
characterizes the fiscal plan. 


Table 3.12 


Summary of the Public Debt Envelope 


1982-83 1983-84 1984-85 1985-86 1986-87 1987-88 


(millions of dollars) 


Interest on unmatured debt 13,406 14,185 16,025 17,670 18560 19,260 
Interest on other liabilities 3,350 3,695 4,075 4,430 4,790 5,140 
Other charges 215 250 250 300 300 300 
cre eS ee eee Reo Ee ee ee 
Envelope level 16,971 18,130 20,350 22,400 23,650 24,700 
Percentage change 11.9 6.8 12:2 10.1 5.6 4.4 
Percentage of total outlays 21.3 20.0 20.8 21,7 Qed 21.4 


ne ee ee eee eee 
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4. Non-Budgetary Transactions 


The government’s net financial requirements are a reflection not only of its budget- 
ary revenues and expenditures, but also of its non-budgetary transactions. Non-budg- 
etary transactions include loans, investments and advances, specified purpose 
accounts, and other transactions. Net funds provided by, or required for, the non- 
budgetary transactions are subject to wide variations from year to year. In most 
recent years, these transactions have provided a net source of funds to the govern- 
ment and thus have lessened the extent to which the government has needed to bor- 
row on financial markets. 


The underlying principle of classification as between budgetary and non-budgetary 
transactions is that transactions changing the net indebtedness of the government 
are classified as budgetary, while transactions involving the creation of offsetting 
assets or liabilities are non-budgetary. For example, a loan by the government 
increases assets since the recipient incurs an obligation to repay the loan. The crea- 
tion of the asset for the government is offset either by a reduction in another asset 
(cash) or a corresponding increase in the stock of government debt. The government 
maintains a number of non-budgetary specified purpose accounts that are either held 
in trust for third parties or are expected to be self-financing: the pension accounts for 
federal employees and the unemployment insurance account are examples. Other 
non-budgetary transactions include an adjustment to convert public debt charges 
from an accrual to a cash basis as well as a number of smaller adjustments with 
respect to accounts payable, cash-in-transit and outstanding cheques. 


As seen in Table 4.1, total net funds provided to the government are anticipated to 
rise from $1.4 billion in 1982-83 to $4.5 billion in 1983-84. This net source of funds is 
projected to continue to rise through the forecast period, reaching $7.5 billion in 
1987-88. 


Table 4.1 


Non-Budgetary Transactions 
1982-83 1983-84 1984-85 1985-86 1986-87 1987-88 


(millions of dollars) 


Loans, investments and advances —21 —574 —1,274 —-—1,175 —1,1138 —1,173 
Specified purpose accounts — 220 3,795 4,360 6,050 7,905 7,005 
Other non-budgetary transactions 1,638 1,229 964 — 225 608 1,668 


Total non-budgetary transactions 1,397 4,450 4,050 4,650 7,400 7,500 
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Loans, Investments and Advances 


Table 4.2 


Loans, investments and advances are projected to increase from $0.6 billion in 
1983-84 to $1.3 billion in 1984-85 and then to remain close to the 1984-85 level 
through the rest of the forecast period. The higher 1984-85 requirements primarily 
reflect increases in net requirements for the Canada Mortgage and Housing Corpora- 
tion, Petro-Canada and the international financial institutions. 


The annual pattern of loans, investments and advances by envelope is shown in 
Table 4.2. Loans, investments and advances in the Economic Development, and 
External Affairs and Aid envelopes are expected to increase over the planning period, 
while a decline is projected in the Energy envelope. 


Loans, Investments and Advances“ 


1982-83 1983-84 1984-85 1985-86 1986-87 1987-88 


(millions of dollars) 


Envelope 

Economic Development — 370 —414 — 471 — 548 —715 —715 
Energy 361 — 192 — 413 — 260 iW 17 
Social Affairs 447 161 — 46 — 44 — 26 — 26 
Services to Government 61 138 —3 —2 —2 —2 
External Affairs and Aid — 456 — 448 — 525 — 500 — 557 — 628 
Fiscal Arrangements — 64 21 22 25 23 23 
Total envelopes —21 —734 —1,486 —1,329 —1,260 —1,331 
Estimated lapse - 160 162 154 147 158 
Net loans, investments and advances —21 —574 —1,274 —1,175 —1,113 —1,178 


‘) A negative entry denotes a requirement for funds. 


In addition to receiving loans from the government, certain Crown corporations 
finance some or all of their requirements in financial markets. These include 
Eldorado Nuclear Limited, the Export Development Corporation, the Farm Credit 
Corporation, the Federal Business Development Bank and Petro-Canada. At the 
end of 1983-84 the total outstanding market liabilities of these Crown corporations 
are expected to amount to $7.2 billion. In 1984-85, net new direct market borrowings 
by these Crown corporations are expected to be approximately $1.3 billion, or at the 
same level as in 1983-84. Such annual net borrowings are expected to remain rela- 
tively stable over the rest of the forecast period. 


Specified Purpose Accounts 
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The federal government superannuation accounts have been the dominant factor 


behind the growing source of funds from the specified purpose accounts, as seen in 
Table 4.3. 


Table 4.3 


Specified Purpose Accounts 


1982-83 1983-84 1984-85 1985-86 1986-87 1987-88 


(millions of dollars) 


Canada Pension Plan 165 160 169 196 228 264 
Unemployment insurance — 3,289 — 757 — 518 1,052 2,492 1,191 
Federal pensions 3,541 3,903 4,331 4,715 5,099 5,465 
Provincial tax collection — 384 128 _ _ — - 
Other” — 253 361 378 87 86 85 
Total — 220 3,795 4,360 6,050 7,905 7,005 


“) Includes accounts for government annuities, western grain stabilization, instalment purchase of bonds, Canadian Dairy Commis- 
sion and other deposit and trust liabilities. 


As a result of the substantial growth of the public service from the Second World War 
through to the mid-1970s, there was a considerable build-up in the superannuation 
accounts to provide for the eventual retirement of these public servants. Also con- 
tributing to the rapid growth of funds provided from the superannuation accounts in 
the late 1970s and early 1980s were the premiums paid by public servants for pen- 
sion indexation and the interest credited by the government to the superannuation 
accounts for the use of the funds. 


The unemployment insurance account will give rise to an estimated net financial 
requirement of $0.8 billion in 1983-84 compared to $3.3 billion in 1982-83. The 
cumulative balance in the account is projected to decline after 1984-85, with the 
account showing a deficit of less than $200 million at the end of 1987-88. 


Table 4.4 sets out the forecast for the unemployment insurance account in more 
detail. The account is projected to have a cumulative deficit of $4.9 billion in 
1984-85, after which time positive annual balances are projected with an overall 
balanced position being attained on a calendar year basis in 1987. Employee contri- 
bution rates have been set as a technical assumption, taking into account the range 
of premium rates which could be set given the labour market projections as noted in 
the table and the formula for premium setting set out in the Unemployment Insur- 
ance Act. The employee premium rate is assumed to decrease to $2.15 in 1987, a 
level which would be sufficient to clear the account of the entire cumulative deficit. 


Government contributions to the account cover the cost of regional extended benefits 
and fishing benefits net of fishing premiums. In times of high unemployment, 
regional unemployment benefits tend to be a greater proportion of the total. The pro- 
jected government contribution falls from 28.4 per cent of total benefits in 1983-84 to 
22.7 per cent in 1987-88. 


Most of the surplus funds of the Canada Pension Plan account are borrowed by the 
provincial governments. The amounts set out in Table 4.3 represent the increases in 
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Table 4.4 


Unemployment Insurance Account 
oe en ee a 


1982-83 1983-84 1984-85 1985-86 1986-87 1987-88 
ee ee ee ee i a ee Ee eee 
(millions of dollars) 


Receipts 

Government contributions” 2,148 2,854 2,709 2,495 2,297 2,168 
Employer/employee contributions 5,039 7,427 8,408 9,612) 11214 9,775 
Interest received 2 2 — — aa — 
Total 7,189 10,283 11,117 12,107 138,511 11,9438 
Disbursements 

Benefits 9,677 10,047 10,226 9,770 9,733 9,536 
Administration 791 874 860 918 974 1,011 
Interest paid” 10 119 549 367 312 205 
Total 10,478 11,040 11,635 11,055 11,019 10,752 
Annual balance — 3,289 —757 — 518 1,052 2,492 1,191 
Cumulative balance —3,642 —4,399 —4,917 —3,865 —1,373 — 182 
Unemployment rate (per cent) 12.0 11.5 10.8 9.8 9.2 8.4 
Number of unemployed (thousands) 1,428 1,401 1,336 1,238 1,184 1,106 
Employee premium rate® 1.65 2.30 2.30 2.35 2.65 2.15 


“ Net of overpayments and repayments. 
®) Interest paid is calculated on a cash basis. 


) Per $100 of insurable earnings. The employer rate is 1.4 times the employee rate. 


working capital requirements of the Canada Pension Plan. Under the Canada Pen- 
sion Plan Act, the account must reserve estimated requirements for benefit payments 
and administrative expenses of the next three months, before making funds available 
for investment in securities of the provinces and Canada. 


The provincial tax collection account fluctuates widely from year to year. These fluc- 
tuations primarily reflect retroactive adjustments as a result of final calculations of 
the provincial share of personal and corporate income taxes for previous years. For 
the purposes of the forecast, it is assumed that this account will not have any net 
impact on financial requirements in the period beyond 1983-84. 


Other Non-Budgetary Transactions 


Other non-budgetary transactions, which are shown in Table 4.5, have typically pro- 
vided a source of funds. Funds provided from the increase in interest and debt 
accounts reflect the growth and composition of the federal debt. In most years, the 
increase in interest and debt accounts reflects a flow of interest on Canada Savings 
Bonds which accrues to individuals but is not paid until a later point in time. 
Approximately $1.5 billion of accrued interest on a previous CSB issue (Series $33) 
will come due in 1985-86, resulting in a projected requirement in that year. 
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Table 4.5 


Accounts payable and accrued salaries are quite volatile but are assumed to be a net 
provider of funds in the forecast period. The increase in the level of outstanding 
cheques issued by the government but not cashed before the end of the fiscal year is 
roughly offset by a projected increase in cash-in-transit. 


Other Non-Budgetary Transactions 


1982-83 1983-84 1984-85 1985-86 1986-87 1987-88 


(millions of dollars) 


Interest and debt accounts 1,615 1,211 962 — 241 579 1,509 
Accounts payable and accrued salaries 549 15 - 45 60 90 
Cash-in-transit — 736 —170 — 180 — 190 — 200 — 210 
Outstanding cheques 208 154 164 130 173 263 
Other ) 19 18 31 —4 16 
Total 1,638 1,229 964 — 225 608 1,668 


 Jncludes miscellaneous departmental paylist deductions, contractors’ and other holdbacks, and suspended accounts. 


Comparison With the April 1983 Budget 


Table 4.6 identifies the major components of the change in the projection for the 
non-budgetary transactions since the April 1983 budget. The net requirement for 
funds from the specified purpose accounts in 1982-83 was $50 million higher than the 
April 1983 budget level, reflecting a $183 million additional requirement for the 
unemployment insurance account, partly offset by a somewhat higher than expected 
net source of funds from the government superannuation accounts, western grain sta- 
bilization and the provincial tax collection accounts. 


Other non-budgetary transactions in 1982-83 provided $669 million less than the 
level estimated in the April 1983 budget, reflecting a $255 million reduction in the 
source of funds emanating from the accrued interest and debt accounts, and 

$414 million of additional requirements mainly with respect to cash-in-transit, 
accounts payable and outstanding cheques. The cash-in-transit and accounts payable 
adjustments are year-end entries which relate to post-closing adjustments for budget- 
ary revenue and budgetary expenditure respectively. 


From 1983-84 to 1986-87 there are additional net receipts (or lower requirements) 
forecast for the unemployment insurance account, the superannuation accounts and 
the western grain stabilizatian account, with the exception of 1984-85 which is now 
anticipated to record an additional $172 million deficit for the unemployment insur- 
ance account. Throughout the forecast period, the reductions in the annual deficits 
(or increases in the surpluses) of the unemployment insurance account, as compared 
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to the April 1983 budget, generally reflect changed economic assumptions. Net 
receipts from the government superannuation accounts are projected at higher levels 
throughout the forecast period, mainly due to an upward revision in the assumed pro- 
file for future interest rates. 


The reduction in net receipts from other non-budgetary transactions reflects changes 
in accrued interest resulting from interest rate changes and revisions to the 
anticipated composition and timing of the government’s borrowing program. 


Table 4.6 


Comparison of Non-Budgetary Transactions with the April 19, 1983 Budget 
1982-83 1983-84 1984-85 1985-86 1986-87 


(millions of dollars) 


Loans, Investments and Advances 


April 1983 budget level — 387 — 782 —1,519 — 1,568 — 1,545 
Changes 366 208 245 393 432 
February 1984 budget level —21 — 574 — 1,274 —1,175 —1,113 
Specified Purpose Accounts 
April 1983 budget level —170 3,800 4,225 5,790 7,580 
Changes 
Unemployment Insurance — 183 252 —172 144 188 
Superannuation a2 38 98 203 234 
Western Grain Stabilization 18 i) 287 = - 
Provincial tax collection 61 — 247 = - - 
Other 32 — 57 —78 — 87 —97 
February 1984 budget level — 220 3,795 4,360 6,050 7,905 
Other Non-Budgetary Transactions 
April 1983 budget level 2,307 1,582 1,094 — 222 665 
Changes 
Accrued interest and debt — 255 — 294 — 53 119 14 
Other —414 — 59 —77 —122 —71 
February 1984 budget level 1,638 1,229 964 — 225 608 


ee ee 
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5. The Fiscal Projections on a National Accounts Basis 


On a national accounts basis the federal deficit increased from $22.8 billion in 1982- 
83 to an estimated $25.5 billion in the current fiscal year. A small decline is expected 
in the 1984-85 fiscal year, but by the end of the planning period the national 
accounts deficit 1s projected to fall to approximately $18 billion. Table 5.1, the 
Extended National Accounts Presentation of the Summary Statement of Transac- 
tions, indicates the adjustments required to move from the national income and 
expenditure accounts balance to public accounts financial requirements, excluding 
foreign exchange transactions. The differences in accounting conventions can cause 
significant variations between the national accounts deficit and public accounts 
financial requirements, excluding foreign exchange transactions. For example, in the 
current fiscal year the national accounts deficit is expected to be $1.5 billion less 
than public accounts financial requirements. 


The differences between the deficit on a national accounts basis and financial 
requirements arise because the two accounting frameworks were designed with differ- 
ent purposes in mind. The public accounts conventions have been adopted to facili- 
tate the control over the flows of cash into and out of the Consolidated Revenue 
Fund in a manner that conforms with the basis on which Parliament provides spend- 
ing authority. In contrast, the primary objective of the national accounts is to meas- 
ure current economic production, and the government sector is treated on the same 
basis as other sectors of the economy, such as the personal, business and foreign sec- 
tors. The focus on measuring current economic activity results in the exclusion of 
purely financial transactions — loans, investments and advances — from the national 
accounts. It also results in the use of accrual accounting policies for some government 
transactions, which causes an additional discrepancy between the national accounts 
deficit and financial requirements. The ‘‘other transactions” shown in Table 5.1 
include government financial transactions handled through deposit and trust 
accounts. 


Table 5.2 provides some detail on the federal government’s revenues, expenditures 
and deficit on a national accounts basis. It is important to note that national 
accounts revenues and expenditures differ significantly from their public accounts 
counterparts discussed in Chapters 2 and 3. Detailed reconciliations are provided in 
Tables 5.3 and 5.4. National accounts revenues rose only 0.5 per cent in 1982-83, but 
a rebound to 9.2 per cent growth is expected in the current fiscal year. This pattern 
reflects the 1981-1982 recession and the recovery in 1983. Expenditures grew 18.2 
per cent in 1982-83, almost half of which resulted from increased transfers to persons, 
notably unemployment insurance benefits. The growth in expenditures is expected to 
be 9.8 per cent in the current fiscal year, reflecting a decline in the growth rate of 
transfers to persons from 32.2 per cent to 9.2 per cent. The growth rates of capital 
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assistance and public debt interest are also expected to decrease in the current fiscal 
year, while the growth in capital formation is expected to be higher as a result of the 
Special Recovery Capital Projects. 


By the end of the planning period the deficit is projected to fall to $18.2 billion, or 
3.3 per cent of GNP compared to 6.5 per cent in 1983-84. Revenues are projected to 
rise from 18.7 per cent of GNP in 1983-84 to approximately 20 per cent of GNP by 
1987-88, a development which reflects the cyclical sensitivity of revenues as well as 
the tax changes in recent budgets. Federal expenditures are projected to decline from 
25.3 per cent of GNP in 1983-84 to 23.1 per cent by the end of the planning period. 
This decline reflects continuing expenditure restraint and the effects of sustained 
economic recovery. 


The most important contribution to the declining expenditure-to-GNP ratio arises 
from transfer payments to persons, which are projected to fall from 7.3 per cent of 
GNP in 1983-84 to 6.1 per cent by 1987-88. Transfers to other levels of government 
are projected to decline from 4.7 to 4.2 per cent of GNP over the next four years. 
Subsidies declined absolutely in 1982-83 and again in 1983-84 as a result of falling 
gross petroleum compensation payments. However, over the next four years subsidies 
increase by the equivalent of 0.4 percentage points of GNP, reaching 1.8 per cent by 
1987-88. The large increases in capital assistance in 1982-83 and 1983-84, due to the 
advent of Petroleum Incentives Program payments in 1982-83, but which are more 
broadly-based in the current fiscal year, are not projected to continue: capital assist- 
ance 1s forecast to fall from 1.0 per cent of GNP in the current fiscal year to 0.8 per 
cent of GNP by 1987-88. Similarly, the rapid growth of capital expenditures 
expected in 1983-84 and 1984-85 as a result of the Special Recovery Capital Projects 
program is not projected to continue over the succeeding two fiscal years. By 1987-88 
capital expenditures are expected to be 0.4 per cent of GNP, the same as in 1982-83. 
Expenditures on current goods and services are projected to grow at 9.1 per cent in 
1984-85, somewhat below the 10.3 per cent rate of the current fiscal year. The growth 
rate is anticipated to fall to 7.0 per cent by 1987-88. Expenditures on current goods 
and services are projected to fall from 5.4 per cent of GNP in 1983-84 to 5.1 per cent 
by 1987-88. 


Tables 5.3 and 5.4 present detailed reconciliations of public accounts budgetary reve- 
nues and expenditures with their national accounts counterparts. In general, the 
public accounts and national accounts measures of revenues and expenditures differ 
for three reasons, although numerous technical adjustments are required to reconcile 
the two. First, accrual accounting principles are more often used in national accounts 
transactions, particularly revenues, than in budgetary transactions. Second, a num- 
ber of budgetary transactions recorded on a net basis in the public accounts give rise 
to separate entries for revenues and expenditures in the national accounts. Further- 
more, some government activities are handled through specified purpose accounts, 
with the result that budgetary transactions are unaffected. Such accounts are often 
established for activities expected to be self-financing. Revenues and expenditures 

_ arising from such activities are usually recorded separately in the national accounts. 

_ Third, capital consumption allowances are included in both revenues and expendi- 

| tures in the national accounts but are not included in the public accounts. This 

' enhances the usefulness of the national accounts in analyzing economic activity. 


An important source of the difference between the cash-based and accrual-based 
accounting frameworks is related to corporate income taxes. In the public accounts, 
corporate income taxes are recorded as they are remitted, but in the national 
accounts such taxes are recorded as they accrue. In 1980-81 corporate income tax col- 
lections were $1.1 billion less than accrued liabilities, while in the next two fiscal 
years collections exceeded liabilities by $263 million and $326 million respectively. 


The “grossing-up” of budgetary transactions results in national accounts revenues 
and expenditures that are significantly higher than their public accounts counter- 
parts. For example, in the public accounts the petroleum compensation charge is net- 
ted against petroleum compensation payments and is included in budgetary expendi- 
ture, while in the national accounts petroleum compensation charge receipts are 
recorded as revenue and payments are recorded as an expenditure. In 1982-83 
petroleum compensation charge receipts of $2.9 billion were almost exactly offset by 
payments, leaving budgetary expenditures virtually unaffected by the program. 
Another example is the funding of unemployment insurance. In the public accounts, 
budgetary expenditures include only the government’s contribution to unemploy- 
ment insurance for regional extended benefits and net fishermen’s benefits, which 
was $2.1 billion in 1982-83. National accounts expenditures for unemployment insur- 
ance include all benefit payments, which totalled $9.7 billion in 1982-83. Unemploy- 
ment insurance premiums are paid into a non-budgetary specified purpose account 
and no corresponding entry is made to budgetary revenues in the public accounts. In 
the national accounts all premiums, which amounted to $5.0 billion in 1982-83, are 
recorded as revenues. 


Table 5.1 


Government of Canada Extended National Accounts Presentation of the Summary State- 
ment of Transactions 


1982-83 1983-84 1984-85 1985-86 1986-87 1987-88 


(millions of dollars) 


National accounts transactions 


Revenues 66,746 72,875 82,450 . 93,300 103,375 110,250 
Expenditures — 89,586 —98,375 —107,450 —114,500 —121,175 —128,450 
Surplus or deficit (—) — 22,840 —25,500 —25,000 —21,200 -—17,800 —18,200 


Loans and other transactions 
Loans, investments and 


advances 151 —596 —1,292 —1,195 — 1,134 — 1,194 
Cash versus accrual 133 —1,301 464 — 1,219 — 1,076 379 
Other transactions —700 397 278 314 310 365 
Net source or requirement (—) —416  —1,500 — 550 — 2,100 — 1,900 — 450 


Total financial requirements 
(excluding foreign exchange 
transactions) — 23,256 —27,000 —25,550 —23,300 —19,700 —18,650 
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Table 5.2 


Government of Canada Revenues and Expenditures 


National Accounts Basis 


1982-83 1983-84 1984-85 1985-86 1986-87 1987-88 
(millions of dollars) 
Revenues 
Direct taxes, persons 33,217 37,365 43,080 48,565 54,110 57,210 
Direct taxes, corporations 8,056 9,961 12,101 12,631 14,421 15,646 
Direct taxes, non-residents 1,116 1,120 1,210 1,285 1,360 1,470 
Indirect taxes 16,625 16,420 17,695 21,625 23,660 25,455 
Other current transfers from 
persons 24 24 24 24 24 24 
Investment income 6,628 6,770 7,005 7,695 8,225 8,785 
Capital consumption allowances — 1,080 1,215 1,335 1,475 1,575 1,660 
Total 66,746 72,875 82,450 93,300 103,375 110,250 
Expenditures 
Current goods and services 19,027 20,995 22,900 24,990 26,715 28,580 
Transfer payments to persons 26,137 28,540 30,740 31,400 32,540 33,680 
Subsidies 5,823 5,090 6,180 7,950 8,990 9,740 
Capital assistance 3,124 3,860 4,010 4,270 4,190 4,430 
Current transfers to non- 
residents 1,068 1,150 1270 1,370 1,510 1,810 
Public debt interest 16,821 17,880 20,100 22,100 23,350 24,400 
Transfers to other levels of 
government 16,123 18,230 19,470 20,050 21,680 23,480 
Gross capital formation 1,463 2,130 2,780 2,370 2,200 2,330 
Total 89,586 98,375" - 107-450" 1145500" 81 21t75 128.450 
Surplus or deficit (—) — 22,840 —25,500 -—25,000 —21,200 —17,800 —18,200 
(percentage change) 
Revenues 
Direct taxes, persons 8.7 12.5 15.3 25% 11.4 5.7 
Direct taxes, corporations — 8.0 23.6 21.5 4.4 14.2 8.5 
Direct taxes, non-residents —4.0 0.4 8.0 6.2 5.8 8.1 
Indirect taxes — 13.4 —1.2 7.8 Depa 9.4 7.6 
Other current transfers from 
persons 60.0 =. = = ae = 
Investment income 15.5 2.) 3.0 9.9 6.9 6.8 
Capital consumption allowances 13.8 12.5 9.9 10.5 6.8 5.4 
Total 0.5 9.2 Fail 13:2 10.8 6.7 
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Table 5.2 (continued) 


Government of Canada Revenues and Expenditures 


National Accounts Basis 


Expenditures 

Current goods and services 

Transfer payments to persons 

Subsidies 

Capital assistance 

Current transferts to non- 
residents 

Public debt interest 

Transfers to other levels of 
government 

Gross capital formation 


Total 


Revenues 
Direct taxes, persons 
Direct taxes, corporations 
Direct taxes, non-residents 
Indirect taxes 
Other current transfers from 
persons 
Investment income 
Capital consumption allowances 


Total 


Expenditures 

Current goods and services 

Transfer payments to persons 

Subsidies 

Capital assistance 

Current transfers to non- 
residents 

Public debt interest 

Transfers to other levels of 
government 

Gross capital formation 


Total 
Surplus or deficit (— ) 


GNP (billions of dollars) 


1982-83 


25.1 


356.6 


1983-84 


25.3 


389.6 


1984-85 


1985-86 


(percentage change) 


9:1 
7.7 
10.6 
3.9 


10.4 
12.4 


6.8 
30.5 


9.2 


9.1 
2.1 
28.6 
6.5 


7.9 
10.0 


3.0 
—14.7 


6.6 


(percentage of GNP) 


10.0 
2.8 
0.3 
4.1 


25.0 


429.7 


10.3 
2.7 
0.3 
4.6 


24.4 


469.8 


1986-87 


6.9 
3.6 
13.1 
—1.9 


10.2 


23.6 


512.7 


1987-88 


7.0 
3.5 
8.3 
5.7 


19.9 
4.5 


8.3 
5.9 


6.0 


10.3 


23.1 


555.4 


4] 


Table 5.3 


Government of Canada Revenues 


Public Accounts and National Accounts Reconciliation 


1982-83 1983-84 1984-85 1985-86 1986-87 1987-88 
(millions of dollars) 
Budgetary revenue— 
public accounts 55,123 58,626 67,326 74,125 80,687 88,077 
Adjustments 

Deficit of government business 

enterprises”? —1,116  —1,270 —1,360 — 1,210 — 1,010 —910 
Sales of capital assets —110 —125 — 1385 — 150 — 165 — 180 
Budgetary revenue offsets — 521 — 570 —615 — 660 —710 — 765 
Corporate income tax 

(incl. PGRT and IORTY” — 326 250 — 155 — 124 299 114 
Oil export charge 188 118 101 158 181 148 
Withholding tax” —14 —2 1 —2 2 —2 
Employer-employee contribu- 

tions to government 

pensions 1,587 1,673 1,834 1,973 2.015 2,252 
Employer-employee contribu- 

tions to unemployment 

insurance 5,025 7,427 8,408 9,612 11,214 9,775 
Western Grain Stabilization 

contributions™ 55 70 15 80 85 90 
Interest on public-held funds® 2,881 3,300 3,676 4,044 4,402 4,742 
Capital consumption 

allowances 1,080 1,215 1,335 1,475 1,575 1,660 
Canadian Ownership Special 

Charge” 880 38 5 6 10 10 
National accounts petroleum 

compensation revenue® 2,852 1,841 2,228 3,880 4,557 5,019 
Airport tax 170 200 217 234 255 278 
Imputed bank services 75 76 ral 67 64 64 
National accounts investment 

income adjustment — 229 — 98 — 501 — 146 —121 —9 
Other non-tax revenue 

adjustment” — 88 — 90 —90 — 90 —90 — 90 
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Table 5.3 (continued) 


Government of Canada Revenues 
Public Accounts and National Accounts Reconciliation 


1982-83 1983-84 1984-85 1985-86 1986-87 1987-88 


(millions of dollars) 


Natural Gas and Gas Liquids 


Tax® — 46 81 = = a a 


Other adjustments and rounding — 720 115 29 28 25 — 23 


Total revenue — national accounts 66,746 72,875 82,450 93,300 103,375 110,250 


(1) 


(2) 


(3) 


(4) 


(5) 


(6) 


(7) 


(8) 


(9) 


In the public accounts, deficits of government business enterprises are a charge to budgetary expenditure, whereas in the 
national accounts these deficits are deducted from remitted profits of other government business enterprises. 


This adjustment represents the excess of accruals over collections for the corporate income tax, the Petroleum and Gas Revenue 
Tax and the Incremental Oil Revenue Tax. In the national accounts the income tax on life insurance companies is included with 
personal income tax whereas in the public accounts it is treated as a corporate income tax. 


The Oil Export Charge adjustments represent the sum of the excess of accruals over collections for the Oil Export Charge and the 
provincial share of the Oil Export Charge. 


The withholding tax is recorded on a different basis in the public accounts and the national accounts. The difference shown is the 
national accounts tax on non-residents minus the sum of the public accounts non-resident tax and other tax revenue (withholding 
tax on life insurance companies). 


In the public accounts government pensions, social security receipts and the income of certain special funds are treated as non- 
budgetary transactions whereas in the national accounts these transactions are included in government revenue. 


This national accounts adjustment is made to bring the revenues in line with expenditures which include capital consumption 
allowances. For a further explanation, see footnote (5) to Table 5.4. 


This adjustment reflects the inclusion in national accounts revenue for all years of the Canadian Ownership Special Charge. In 
the public accounts the receipts of the Canadian Ownership Account were recorded as a non-budgetary transaction in 1982-83 
but as budgetary revenue in the following years. The adjustments in the following years represent the difference between accrued 
and cash receipts. 


In the public accounts the petroleum compensation charge is netted against petroleum compensation payments and is included 
in budgetary expenditure. Gross revenues and payments are recorded in the national accounts. 

This adjustment reflects the excess of remitted profits (prior to deduction of deficits) and interest on loans and advances over pub- 
lic accounts return on investments. 


(0) This adjustment reflects the differences in the treatment of sales of capital assets, other current transfers from persons and mis- 


cellaneous indirect taxes in the national accounts and the public accounts. 


“D This adjustment reflects the excess of accruals over collections. 
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Table 5.4 


Government of Canada Expenditures 


Public Accounts and National Accounts Reconciliation 
eee 


1982-83 1983-84 1984-85 1985-86 1986-87 1987-88 


NNN 


(millions of dollars) 


Budgetary expenditures — public 


accounts 79,776 90,076 96,926 102,075 107,787 114,227 
Adjustments 

Transfers to funds and 

agencies”? —3,935  —5,260 —5,190 — 5,080 — 5,120 — 5,310 
Deficits of government business 

enterprises” —1,116  —1,270 -—1,360 — 1,210 —1,010 —910 
Expenditures of funds and agen- 

cies . 1,685 1,950 2,090 2,270 2,480 2,830 
Government pensions and social 

security disbursements 11,404 12,090 12,400 12,370 12,470 12,450 
Capital consumption 

allowances® 1,080 1,215 1,335 1,475 1,575 1,660 
Petroleum compensation 

program® 3,076 1,830 2,190 3,860 4,530 5,010 
Oil Export Charge” 561 140 100 150 180 150 
Miscellaneous adjustments® —2,945 -—2,396 —1,041 — 1,410 —1,717 — 1,657 


Total expenditures — national 
accounts 89,586 98,375 107,450 114,500 121,175 128,450 


a 


In the national accounts, budgetary appropriations to various funds and agencies are replaced by the actual expenditures of 
funds and agencies. 
(2 


In the public accounts, deficits of government business enterprises are charged to budgetary expenditures whereas in the national 
accounts these deficits are deducted from remitted profits of other government business enterprises. 
(3 


This item represents the substitution in the national accounts of actual expenditures made by the funds and agencies in place of 
the public accounts transfers to the funds and agencies. 
(4 


In the public accounts, government pensions and social security disbursements are treated as non-budgetary transactions 
whereas, in the national accounts, these transactions are included in government expenditures. 
(5 


These figures represent the national accounts imputed depreciation on the government stock of fixed capital. 
(6 


These figures represent the difference between gross payments recorded on a national accounts basis and net payments recorded 
on a public accounts basis. 
q 


This item represents the provincial share of the Oil Export Charge, which is deducted from total receipts in the public accounts. 
In 1982-83 the national accounts expenditure total also includes payments from the Oil Export Charge Account which were 


recorded as a non-budgetary transaction in the public accounts. 
(8 


As in the case of revenues, the miscellaneous adjustments arise as a result of conceptual differences between the two forms of 
presentation. These items represent, for example, reserves and write-offs which include a provision for valuation; purchase of exist- 
ing capital assets; budgetary revenue items offset against budgetary expenditure; imputed banking services; and an adjustment 
for the treatment of expenditures in the supplementary period. 
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Table 5.5 


Government of Canada Non-Budgetary Transactions 
Public Accounts and Extended National Accounts Reconciliation 


Non-budgetary transactions —pub- 
lic accounts 


Adjustments 

Loans and advances to funds 
and agencies 

Government pension and social 
security accounts 

Corporate income tax — excess of 
accruals over collections 

Canadian Ownership Special 
Charge 

Oil Export Charge” 

Oil Export Charge (accruals) 

Natural Gas and Gas 
Liquids Tax 

Miscellaneous adjustments 


Loans and other transactions — 
extended national accounts 


1982-83 


1,397 


— 416 


1983-84 


4,450 


— 1,500 


1984-85 1985-86 


(millions of dollars) 


4,050 4,650 


155 124 
—5 —6 
—101 — 158 
— 531 — 923 
— 550 — 2,100 


1986-87 


7,400 


— 1,900 


1987-88 


7,500 


— 450 


“) This item represents payments from the Oil Export Charge Account which were recorded as a non-budgetary transaction in the 


public accounts in 1982-83. 


) As in the case of revenues and expenditures, the miscellaneous adjustments arise as a result of conceptual differences between 
the two forms of presentation. These items include the adjustments for the treatment of revenues and expenditures in the supple- 
mentary period and the adjustment required to bring financial requirements of entities included in the national accounts govern- 


ment sector in line with the requirements of these entities which were met through the Consolidated Revenue Fund. 
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Annex A 


Total Government Sector Budget Balances 


This annex places the projected federal fiscal position in the broader perspective of 
the total government sector. Table A.1 contains information on the revenues, expen- 
ditures and budget balances for each of the federal, provincial-local-hospital (PLH) 
and the Canada and Quebec Pension Plan (C/QPP) sectors on a national accounts 
calendar year basis.” The national accounts accounting basis is the one used by Sta- 
tistics Canada and it facilitates comparisons among levels of government in Canada. 
However, it is important to keep in mind that the main body of this document deals 
with the federal government on a fiscal year public accounts basis, the basis used by 
the government in its reports to Parliament. The data in this annex include the fiscal 
impacts of the measures proposed in this budget, but the PLH and C/QPP projec- 
tions do not assume any unannounced policy changes in these sectors. The PLH pro- 
jections are consistent with the economic projections for the economy presented in 
the budget and the estimated sensitivity of PLH revenues and expenditures to 
changes in economic activity. 


A.1 The Total Government Sector 


Following a rapid increase during the recession, the consolidated or total government 
sector deficit is projected to increase slightly in dollar terms in 1984 to $22.3 billion, 
but decline somewhat relative to GNP, to 5.2 per cent. Thereafter, the consolidated 
government sector deficit 1s expected to decline steadily through 1988, both in dollar 
terms and as a percentage of GNP. The primary reason for this reduction in the defi- 
cit is a projected relative decline in expenditures, from 47.9 per cent of GNP in 1984 
to 44.8 per cent in 1988. This decline is expected to occur as cyclically-sensitive 
expenditures by the federal and PLH governments decline or grow more slowly with 
sustained economic growth and as continued expenditure restraint is applied at all 
levels of government. The decline in the ratio of total government sector spending to 
GNP will occur despite a projected increase in C/QPP expenditure as a percentage of 
GNP from 1.3 per cent in 1984 to 1.8 per cent in 1988. On a consolidated basis as a 
percentage of GNP, revenues are forecast to remain almost unchanged from 1984 to 
1988 at about 43 per cent. 


“) Jt should be noted that when the national accounts historical data are revised each year by Statistics Canada, the 
data pertaining to the PLH sector are typically subject to relatively larger revisions than are the federal govern- 
ment data. This largely reflects the number of sources that these data are derived from. 
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A.2 The Federal Government 


The federal deficit increased rapidly in 1982 and 1983 as cyclically-sensitive expendi- 
tures increased sharply while revenue growth was negligible in 1982 and relatively 
moderate in 1983. The deficit is projected to rise to $26.6 billion or 6.2 per cent of 
GNP in calendar year 1984 and then decline to about $18.5 billion or 3.1 per cent of 
GNP by 1988.” 


Federal expenditures are expected to grow 12.2 per cent in 1984 and then increase at 
an average annual rate of 5.8 per cent over the remainder of the projection period. 
The rapid growth this year is attributable to a number of factors. Debt interest is 
expected to increase about 14 per cent in 1984 reflecting high borrowing require- 
ments and the need to refinance some debt at higher interest rates. Non-wage goods 
and services expenditures are projected to rise 31.6 per cent this year as delays in the 
implementation of certain defence and other programs have resulted in some outlays 
being shifted forward from 1983. Finally, higher oil import compensation payments 
and outlays under the Petroleum Incentives Program will add further to expenditure 
growth this year. Expenditures as a percentage of GNP are expected to decline from 
24.9 per cent this year to 22.2 per cent in 1988, which is close to the pre-recession 
level of 1981. Projected stability in the rate of growth of spending over this period 
reflects continuing economic recovery, which eases the pressure on cyclically-sensitive 
expenditures and continued expenditure restraint. 


Federal revenues as a percentage of GNP dropped from 19.2 per cent in 1981 to 18.2 
per cent in 1983. This decline was related to the impact of the recession on corporate 
taxes and the influence of weak world oil prices on domestic energy tax collections, 
combined with the below-trend growth in nominal GNP in 1982 and 1983. As shown 
in Table A.1, revenues are forecast to recover as the economy continues to improve. 
Revenues from direct taxes on persons and corporations are projected to increase 
about 17 per cent and 23 per cent respectively in 1984 as income in these sectors 
rebounds. Indirect tax revenue growth is expected to remain weak through this 
period, largely because of depressed energy revenues. Beyond 1984, revenues are pro- 
jected to increase at an average annual rate of 9.6 per cent, raising the percentage of 
revenues to GNP to its pre-recession level by 1986. This increase also reflects the 
impact of the tax measures announced in the April 1983 budget. 


A.3 Provincial-Local-Hospital Government Sector 
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The provincial-local-hospitals (PLH) figures in Table A.1 are projections for the sec- 
tor as a whole. As noted, they are based on neutral assumptions about future provin- 
cial budgetary policies, and depend upon the estimated responsiveness of expendi- 
tures and revenues to changes in economic activity. They are consistent with the 
economic projections presented with this budget. The PLH estimates were calculated 
on an aggregate basis and no attempt was made to derive estimates on a province-by- 
province basis. 


Again, to avoid confusion it should be emphasized that these statements are based on calendar year national 


accounts data, rather than on the fiscal year public accounts and (in Chapter 5) the fiscal year national accounts data 
used in the main body of this document. 


The cyclical swing in the PLH budget balance in 1982 and 1983 was much smaller 
and of shorter duration than in the case of the federal government, and the projected 
PLH budget deficits this year and next are much smaller than the federal deficits as 
well. The PLH deficit increased from $0.1 billion in 1981 to $2.2 billion in 1982. 
Over the 1983-1988 period as a whole, the PLH sector is projected to move into sur- 
plus, with the size of the surplus increasing from 1986 to 1988. Much of the projected 
deficit reduction in the PLH sector is attributable to developments on the expendi- 
ture side. Revenues as a precentage of GNP drop to 25.4 per cent by 1988 in the pro- 
jections, below the relatively high level reached in 1983. 


After increasing quite rapidly in the early 1980s, PLH expenditures are expected to 
slow to an average growth rate of 7.7 per cent per year from 1984 to 1988. This slow- 
ing reflects an assumption of relatively moderate growth in wages and salaries, a 
component that accounts for about 45 per cent of total PLH spending. Wage and sal- 
ary growth is expected to average slightly more than 6 per cent per year in the 1984- 
1988 period compared to average annual growth of 14.5 per cent in the first three 
years of the decade. One implication of the heavy weight of the wage bill in the PLH 
budget is that PLH spending is less cyclically-sensitive than federal spending, and 
this helps account for the relatively small increase in the PLH expenditures-to-GNP 
ratio during the recession. Continued expenditure restraint at the PLH level is 
expected to result in non-wage expenditures growing moderately over the projection 
period, although higher debt interest payments will put upward pressure on spending 
in the 1983-1985 period. By 1988 PLH expenditures as a percentage of GNP are pro- 
jected to be down to 24.9 per cent, close to the pre-recession figure. 


As with expenditures, PLH revenues are not as sensitive to swings in economic activ- 
ity as are federal revenues, partly because transfers from the federal government and 
indirect taxes account for a large proportion of PLH revenues.® While federal reve- 
nues increased 0.6 per cent in the 1982 recession year, PLH revenue growth 
remained relatively firm at 10.4 per cent. Similarly, PLH revenue growth is 
estimated to have increased to 12.5 per cent in 1983 and its projected path beyond 
that year is also very different from federal revenue growth. It slows in 1984 and aver- 
ages 8 to 9 per cent per year over the remainder of the projection period while federal 
revenue growth gains momentum in the first three years of recovery — reflecting the 
importance of direct taxes on persons and corporations in federal revenues — and then 
moderates after 1985. The pattern of relatively strong PLH revenue growth in 1983 
and lower but stable projected growth from 1984 onwards is explained by a number 
of factors. There were a number of discretionary tax increases in 1983, while the pro- 
jections are based on the assumption of no further changes thereafter; the amending 
agreement on oil and gas pricing reached on June 30, 1983 boosted provincial roy- 
alty income in 1983; interest income displays declining average annual rates of 
growth as interest rates stabilize. As a percentage of GNP, PLH revenues are 
estimated to have peaked in 1983 at 26.6 per cent and are then projected to decline 
steadily to 25.4 per cent in 1988. 


3) Tt must be emphasized that this statement applies to the revenues of the PLH sector as a whole. It does not apply 
with equal force to all governments within the sector. 
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A.4 Canada and Quebec Pension Plans 


The figures shown in Table A.1 for the Canada and Quebec Pension Plans are based 
on current funding arrangements and the projected demographic evolution in the 
country. Given the current arrangements for the pension plans, contribution revenues 
depend largely on the levels of employment and wages. Benefit payments depend 
primarily on the number of eligible pension recipients and the rate of inflation. 


As a ratio to GNP the combined surplus of the plans is projected to change only 
slowly over the medium term, falling from 1.0 per cent of GNP this year to 0.5 per 
cent by 1988. Given the population projections and the current funding provisions of 
the plans, benefits paid are expected to begin to exceed contributions by 1985, 
although investment income is expected to keep the plans in surplus until some time 
in the 1990s. 


Table A.1 


Revenues, Expenditures and Balances by Level of Government, 
National Accounts Basis, 


Actual Estimate Projection 


1980 1981 1982 1983 1984 1985 1986 1987 1988 


(billions of dollars) 
Revenues 
Federal 51.2 65.2 65.6 70.8 80.1 90.1 101.3 108.5 115.5 
PLH 73.0 83.3 92.0 1085 112.8 121.4 181.3 141.9 153.7 
CiQOPP 5.7 6.5 7.8 8.3 9.8 10.8 11.9 13.1 14.3 
Consolidated 117.0 141.0 149.7 1652 1836 2026 228.3 240.5 258.7 
Expenditures 
Federal 61.0 Loe, 86.1 95.2 1068 1138.1 119.2 126.6 134.1 
PLH 73.5 83.4 94.3 103.8 112.5 122.0 180.8 140.1 150.6 
COPE Bl 3.3 4.0 4.8 5.7 6.8 7.9 9.4 Pit 
Consolidated 124.3 1448 1686 186.4 205.9 222.1 236.7 253.1 270.9 
Balances 
Federal —99 —7.0 —20.5 —243 —266 —223 —17.9 —18.1 — 18.5 
PLH —0.4 -01 —-2.2 —0.3 0.3 —0.6 0.5 1.8 3.1 
CiQPP 3.0 3.3 3.8 3.4 4.1 4.1 3.9 3.6 3.2 
Consolidated —-7.3 —38 —189 —21.2 -—223 -—195 -—13.4 —12.6 —12.2 
(percentage change) 
Revenues 
Federal iA 27.4 0.6 8.0 13.2 13.3 11.6 7.1 6.5 
PLH 12:33 14.1 10.4 12.5 8.9 0 8.1 SL 8.3 
C/QPP 16.5 15.3 19.5 5.8 19.1 10.2 10.0 9.7 9.6 
Consolidated eR 20.5 6.2 10.4 jig 10.3 10.2 vers 7.6 


Table A.1 (continued) 


Revenues, Expenditures and Balances by Level of Government, 
National Accounts Basis, ® 


Actual Estimate Projection 


1980 1981 1982 1983 1984 1985 1986 1987 1988 


(percentage change) 


Expenditures 
Federal 15.8 18.2 19.3 10.5 12.2 5.9 5.4 6.2 5.9 
PLH 16.2 13.6 12.9 10.1 8.4 8.4 7.3 7.0 7.5 
C/QPP Ipate 23.2 22.4 20.0 17.8 18.9 18.3 18.0 ed 
Consolidated 16.9 16.5 16.4 10.6 10.5 7.9 6.6 6.9 7.0 
(percentage of GNP) 
Revenues 
Federal 3 19.2 18.4 18.2 18.7 19.2 19.8 19.5 19.1 
PLH 24.6 24.6 25.8 26.6 26.2 25.8 25.6 25.5 25.4 
C/QPP 1.9 1.9 Ze 2A 2.3 2.3 2.3 2.3 2.4 
Consolidated 39.5 41.6 42.0 42.4 42.7 43.1 43.6 43.3 42.8 
Expenditures 
Federal 20.6 21.3 24.1 24.4 24.9 24.1 20.2 22.8 222 
PLH 24.8 24.6 26.4 26.6 26.2 26.0 20.0 20.2 24.9 
C/QPP 1.0 1.1 i 12 1.3 1.4 1.5 1.7 1.8 
Consolidated 42.0 42.7 47.3 47.8 47.9 47.3 46.1 45.6 44.8 
Balances 
Federal —33 —-2.1 —-5.7 —-62 -62 —-4.7 -—-35 -—-383 —3.1 
PL —0.1 — —06 -—0.1 0.1 —0.1 0.1 0.3 0.5 
C/QPP 1.0 1.0 iba 0.9 1.0 0.8 0.8 0.6 0.5 
Consolidated —25 —11 —53 —-54 -52 -42 -26 -—-—23 -—2.0 


a 


Numbers may not add due to rounding. 
(2 


Neo 


In the case of consolidated government expenditures, transfers from the federal government to the PLH sector are netted out of 
federal expenditures, while in the case of consolidated revenues, federal transfers to the PLH sector are netted out of PLH reve- 
nues. 


Source: Statistics Canada, National Income and Expenditure Accounts, cat. no. 13-001 and Department of Finance. 
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Annex B 


Inflation-Adjusted and Cyclically-Adjusted Budget Balances 


This annex presents estimates of the structural component of federal and total gov- 
ernment budget balances. It also presents budget balances adjusted for the decline in 
the real value of public debt caused by inflation. The methodology underlying these 
estimates was presented in detail in the budget paper entitled The Federal Deficit in 
Perspective, which accompanied the April 1983 budget, and is not repeated here. 


The cyclical component of a budget balance is the difference between the actual and 
the structural budget balances. The structural, or cyclically-adjusted, balance is the 
hypothetical budget balance that would result, given the existing structure of reve- 
nues and expenditures, if the economy were operating at an average or normal level 
of activity. During a period of above-normal] levels of activity, the cyclical component 
is positive and when the economy is operating at a lower-than-average level, this com- 
ponent is negative. 


The year-to-year decline in the real value of government debt, or the inflationary 
component of the budget balance, is calculated by multiplying net fixed-value liabili- 
ties of the government at the beginning of the year by the actual rate of inflation 
during the year. 


Calculation of the cyclical component of budget balances requires estimates of the 
level of gross national product (GNP) and the rate of unemployment associated with 
an average or normal level of economic activity. These estimates are subject to a con- 
siderable degree of uncertainty. Indeed, it is not always an easy task to distinguish 
changes in the rate of growth of GNP and in the unemployment rate that are struc- 
tural in nature from changes that are purely cyclical. In order to allow for this uncer- 
tainty, structural government budget balances calculated from two estimates of aver- 
age output and unemployment are presented.” Chart B.1 shows the gaps between 
actual GNP and each of the two estimates of normal GNP. 


In the lower normal output scenario, normal GNP grows at a compound annual rate 
of 2.6 per cent between 1979 and 1982 and the normal rate of unemployment is 

7.0 per cent in 1982. In the higher normal output scenario, normal GNP grows at a 
compound annual rate of 3.0 per cent between 1979 and 1982 and the normal rate of 
unemployment is 6.3 per cent in 1982. After 1983, normal GNP grows at the same 
rate in both scenarios, about 2.4 per cent per year. 


“) The same approach was used in the budget paper entitled The Federal Deficit in Perspective, April 1983. 
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Chart B.1 


Output Gaps 
(Cyclically-adjusted GNP less actual GNP as a percentage of cyclically-adjusted GNP) 


12 


Higher trend output alternative™ 


— — Lower trend output alternative” 


1954 60 65 70 75 80 85 ©1988 


“) The higher trend output alternative is associated with a normal adult male unemployment rate of 4.0 per cent, 
which implies an aggregate cyclically-adjusted unemployment rate of 6.3 per cent in 1983. The assumed rate of 
growth in trend weighted productivity is 2.8 per cent per year between 1954 and 1973, 1.2 per cent per year between 
1974 and 1978 and 0.6 per cent per year from 1979 forward. 

(2) The lower trend output alternative is associated with a normal adult male unemployment rate of 4.0 per cent up 
to 1973, 4.25 per cent in 1974 and 4.5 per cent from 1975 forward, which implies an aggregate cyclically-adjusted 
unemployment rate of 7.0 per cent in 1983. The assumed rate of growth in trend weighted productivity is different 
from the higher trend output alternative over the 1979-82 period. In the lower trend output alternative, trend 
weighted productivity grows at a rate of 0.2 per cent per annum between 1979 and 1982 and at a rate of 0.6 per cent 
per year from 1983 forward. 


Table B.1 shows the historical and projected evolution of structural government 
budget balances based on the two scenarios of normal output. Both show a rapid 
increase in structural budget deficits as a percentage of GNP during the period from 
1974 to 1978, followed by a decline during the period from 1979 to 1981. In 1982, 


federal government and total government sector structural deficits increased, accord- 
ing to both scenarios. 


The estimates differ considerably in the 1983-1984 period depending on whether the 
fiscal year or the calendar year is used as a basis for the analysis. On a fiscal year 
basis, the federal actual deficit is projected to decline as a percentage of GNP 
between 1983-84 and 1984-85 while the structural deficit is projected to remain 
approximately constant as a percentage of GNP. On a calendar year basis, however, 
the actual deficit is projected to remain constant as a percentage of GNP and the 


structural deficit is projected to be slightly higher in 1984 than in 1983. This differ- 
ence reflects the fact that certain military and other expenditures authorized for fis- 
cal year 1983-84 will not occur until the first quarter of 1984, which is the final quar- 
ter of fiscal year 1983-84. 


In the lower normal GNP alternative, the federal government structural deficit is 
estimated to be 3.7 per cent of normal GNP during the 1983-84 fiscal year; it is pro- 
jected to decline steadily to 2.4 per cent of normal GNP in 1986-87 and to rise 
slightly thereafter. The expected increase in the structural deficit for 1987-88 is 
largely attributable to an assumed reduction in the unemployment insurance contri- 
bution rate. In the higher normal GNP scenario, the structural deficit of the federal 
government is estimated to be 3.0 per cent of normal GNP in 1983-84; it is projected 
to decline steadily to 1.6 per cent of normal GNP in 1986-87 and rise slightly there- 
after. 


At the total government level, the structural deficit constitutes a smaller percentage 
of GNP because of the structural budget surpluses recorded by local and provincial 
governments and the Canada and Quebec pension plans. The structural deficit of all 
governments is estimated to be between 0.9 and 1.9 per cent of normal GNP in 
1983-84; it is projected to drop to between 0.2 and 1.2 per cent of normal GNP in 
1986-87 and to rise slightly in 1987-88. 


The estimated cyclical components of federal government and total government sec- 
tor deficits for 1982 given in last April’s budget were slightly higher than those given 
here. The downward revision is primarily attributable to the recent multi-year revi- 
sion of the national accounts, which raised the level of actual GNP for the entire 
1976-1982 period. In the absence of any change in the estimate of normal GNP, this 
reduced the gap between normal and actual GNP used to correct government reve- 
nues for hypothetical changes in cyclical conditions. The revision of the national 
accounts also affected the level of actual balances. As a result of this revision, the 
actual budget deficit of the federal government for 1982 is now slightly lower, while 
the total government sector deficit for the same year is somewhat higher. In the lower 
normal GNP scenario, the structural deficit of the federal government for 1982 is 
$400 million higher and the structural deficit of the total government sector is 

$2.0 billion higher in 1982 as a result of the national accounts revisions. 


Estimates of inflation-adjusted budget balances for the federal government and for 
the total government sector are presented in Table B.2. Also shown in the table are 
the inflationary components of the budget balances. 


The inflationary components of the budget balances, which are in effect the decline 
in the real value of net fixed-value liabilities caused by inflation (fourth column of 
Table B.2), dropped slightly in the case of both the federal government and the total 
government sector in 1982, and an even greater decline should occur in 1983. These 
decreases are attributable to the marked reduction in the rate of inflation since 1981. 
However, a stabilization of the inflation rate in subsequent years and a continuing 
increase in the amount of net fixed-value liabilities of all governments should reverse 
this trend. 


According to the projections, inflation-adjusted budget deficits for both the federal 
government and the total government sector should decrease rapidly during the 
1984-1988 period. 
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Table B.1 


Cyclically-Adjusted Budget Balances of the Federal and Total Government Sectors: 
Two Scenarios (1) 


Federal Government Total Government Sector” 
Structural balance_ Structural balance 
Higher Lower Higher Lower 

Actual trend trend Actual trend trend 

balance output output balance output output 
Calendar Years 
Actual (percentage of GNP) 
1974 0.8 - —0.2 1.9 0.9 0.7 
1975 —2.3 —1.9 —2.3 —2.4 — 2.0 —2.4 
1976 —1.8 —1.8 —2.2 —1.7 —1.8 —2.3 
1977 —3.5 —2.9 —3.3 —2.4 —1.7 —2.1 
1978 — 4.6 —3.9 —4.2 —3.1 —2.3 —2.7 
1979 —3.5 —3.0 —3.4 —1.8 —1.1 —1.7 
1980 —3.3 —2.3 —2.8 —2.5 —1.0 —1.7 
1981 —2.1 —1.2 —1.7 —1.1 0.1 —0.7 
1982 —5.7 — 2.5 —3.1 —5.3 —1.0 —1.9 
Projections 
1983 — 6.2 — 2.6 —3.3 —5.4 —0.6 —1.6 
1984 —6.2 —3.3 — 4.0 — 5.2 —1.4 —2.4 
1985 —4.7 —2.3 — 3.0 —3.9 —0.8 —1.8 
1986 —3.5 —1.6 —2.3 —2.6 —0.1 —1.1 
1987 —3.3 —1.9 — 2.6 —2.3 —0.5 —1.5 
1988 —3.1 —2.2 —2.9 —2.1 —1.0 —19 


Table B.1 (continued) 


Cyclically-Adjusted Budget Balances of the Federal and Total Government Sectors: 
Two Scenarios (1) 


ee ee eee eee ee Eee ee 


Federal Government Total Government Sector 
Structural balance Structural balance 
Higher Lower Higher Lower 
Actual trend trend Actual trend trend 
balance output output balance output output 
Fiscal Years 
Actual (percentage of GNP” 
1973-74 0.1 —0.8 —0.8 ie2 — —0.1 
1974-75 — 04 —0.7 il 0.6 0.3 
1975-76 —2.3 — 2.0 —2.4 — 2.6 —2.2 —2.7 
1976-77 —2.1 —2.1 —2.5 —1.5 —1.5 —19 
1977-78 —4.4 —3.7 —4.1 — 3.2 —2.4 —2.8 
1978-79 — 4.0 —3.4 —3.7 —2.5 —1.7 —2.2 
1979-80 —3.3 —2.8 —3.2 —1.5 —0.8 —1.3 
1980-81 —2.9 —1.9 —2.4 — 2.2 —0.7 —1.4 
1981-82 —2.7 —1.5 —2.1 —1.7 —0.1 —0.9 
1982-83 — 6.3 — 2.5 —3.2 —5.8 —0.8 —1.7 
Projections 
1983-84 —6.4 — 3.0 —3.7 —5.4 —0.9 —1.9 
1984-85 —5.7 —2.9 —3.7 —4.8 —1.2 —2.2 
1985-86 —4.4 —2.1 —2.9 —3.6 —0.6 —1.6 
1986-87 —3.4 —1.6 —2.4 —2.5 —0.2 —1.2 
1987-88 —3.2 — 2.0 —2.7 —2.2 — 0.6 —1.5 


® National accounts basis. 
) Includes the consolidated budget balance for the provincial governments, the local governments, the hospitals sector and the 
Canada and Quebec Pension Plans. 


3) Actual balances are expressed as a percentage of GNP while cyclically-adjusted balances are expressed as a percentage of cycli- 
cally-adjusted GNP. Actual balances as a percentage of GNP differ from those in Table 1.3 for the federal government on a fiscal 
year basis as fiscal year GNP rather than calendar year GNP is used when expressing federal budget balances as a percentage of 


GNP. 


Source: Statistics Canada, National Income and Expenditure Accounts, cat. 13-001, and Department of Finance. 
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Table B.2 


Inflation-Adjusted Budget Balances 
(National Accounts Basis) 


Net Decline 
fixed- in real Inflation- 

Net value Actual value of net adjusted Budget balances" 
habi- hiabi- budget fixed-value budget Inflation- 
lities lities? balance liabilities balance Actual adjusted 

(billions of dollars) (per cent of GNP) 
Federal Government 
Actual 
1970 6.6 (me!) 0.3 0.4 0.7 0.3 0.8 
1971 6.7 oil —0.1 0.3 0.1 —0.2 0.1 
1972 6.8 8.3 — 0.6 0.5 —0.1 —0.5 —0.1 
1973 7.3 8.8 0.4 1.0 1.4 0.3 ret 
1974 6.7 8.3 14 | 1.2 2.4 0.8 1.6 
1975 6.2 7.9 — 3.8 0.8 —3.0 —2.3 —1.8 
1976 9.7 11.9 —3.4 1.0 —2.4 —1.8 —1.2 
1977 12.9 16.0 —7.3 jai — 6.2 —3.5 — 3.0 
1978 18.8 22.3 — 10.6 1.6 —9.1 — 4.6 —3.9 
1979 29.9 34.9 —9.1 4.2 —4.9 —3.5 —1.9 
1980 39.3 44.6 —9.9 4.7 —5.2 —3.3 —1.8 
1981 50.3 55.8 —7.0 6.1 —0.8 —2.1 —0.3 
1982 58.1 64.2 — 20.5 5.6 —14.9 —5.7 —4.2 
Projections 
1983 80.6 87.9 — 24.3 42 — 20.1 —6.2 —5.2 
1984 105.6 112.8 — 26.6 6.7 —19.9 —6.2 — 4.6 
1985 133.9 140.1 — 22.3 (hye —14.5 —4.7 —3.1 
1986 155.9 163.1 —17.9 7.9 — 10.0 —3.5 — 2.0 
1987 174.6 181.8 —18.1 7.0 —11.0 —3.3 — 2.0 
1988 193.4 200.6 —18.5 10.2 —8.3 —3.1 —1.4 
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Table B.2 (continued) 


Inflation-Adjusted Budget Balances 


(National Accounts Basis) 


Net Decline 
fixed- in real Inflation- 

Net value Actual value of net adjusted Budget balances 
habi- hiabi- budget fixed-value budget Inflation- 
lities’? lities”? = balance liabilities balance Actual adjusted 

(billions of dollars) (per cent of GNP) 
All Governments” 
Actual 
1970 13.5 15.0 0.8 0.8 1) 0.9 1.8 
1971 13.1 14.9 0.1 0.5 0.6 0.1 0.7 
1972 13.2 15.1 0.1 0.8 0.9 0.1 0.9 
1973 14.0 16.0 1.3 1.9 3.1 1.0 2.5 
1974 13.0 15.1 2.8 2.3 5.1 1.9 3.4 
1975 i 14.3 — 4.0 1.5 — 2.6 — 2.4 —1.6 
1976 17.1 20:2 —3.2 1.8 —1.5 —1.7 —0.8 
1977 20.9 25.1 — 5.0 pea —3.3 —2.4 —1.6 
1978 26.5 31.1 —7.3 2.2 —5.1 —3.1 —2.2 
1979" 35.0 41.4 — 4.6 5.0 0.3 —1.8 0.1 
1980 38.5 45.2 —7.3 4.7 —2.6 — 2.5 —0.9 
1981 46.6 53.7 — 3.8 5.9 al —1.1 0.6 
1982 55.1 63.7 —18.9 5.6 — 13.4 —5.3 —3.7 
Projections 
1983 78.3 88.7 — 21.2 4.2 —17.0 —5.4 —4.3 
1984 100.3 110.6 — 22.2 6.6 — 15.6 —5.2 — 3.6 
1985 123.4 133.7 — 18.5 7.4 —11.1 —3.9 —2.4 
1986 142.8 153.2 —13.3 7.4 — 5.8 — 2.6 —1.2 
1987 157.1 167.4 —12.5 6.5 —6.1 —2.3 —1.1 
1988 170.6 180.9 —12.4 9.2 — 3.2 —2.1 — 0.6 


Source: Statistics Canada and Department of Finance. 


“) Beginning of year stock. Estimated net fixed-value liabilities from 1970 to 1975 have been revised slightly from the figures given 
in The Federal Deficit in Perspective, April 1983. In addition, national accounts revisions lowered the growth rate of the GNE 
deflator from the fourth quarter of 1981 to the fourth quarter of 1982 by 1.6 percentage points. causing a sizable reduction in the 
estimated inflationary component in 1982. 


® Including Canada and Quebec Pension Plans. 
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Annex C 


Historical Background Tables 
Table C.1 


Public Accounts Fiscal Transactions 


1926-27 to 1983-84 


Financial 
requirements 
(excluding 
Non- foreign 
Budgetary Budgetary Budgetary budgetary exchange 
revenues expenditures deficit transactions transactions) 
(percentage of GNP) 
Actual 
1926-27 Ue — 6.4 0.8 —0.7 0.1 
1931-32 6.5 —8.9 —2.4 —2.2 —4.6 
1936-37 9.1 — 10.8 —1.7 0.2 —1.5 
1941-42 17.4 — 22.2 —4.8 —2.7 —7.5 
1946-47 PAA — 21.6 3 —7.0 —3.9 
1951-52 18.0 — 16.9 ial 0.8 1.9 
1956-57 16.6 — 15.6 1.0 0.4 1.4 
1957-58 15.7 —15.9 —0.2 —0.8 —1.0 
1958-59 14.3 —17.0 —2.7 —1.5 —4.2 
1959-60 15.4 — 16.7 —1.3 — —1.3 
1960-61 15.8 — 16.5 —0.7 —0.1 —0.8 
1961-62 15.6 —17.6 — 2.0 —0.2 —2.2 
1962-63 14.9 — 16.7 —1.8 —0.4 —2.2 
1963-64 14.8 —17.3 — 2.5 1.9 — 0.6 
1964-65 15.7 —16.4 —0.7 0.9 0.2 
1965-66 15.6 — 15.2 0.4 —0.2 0.2 
1966-67 15.2 — 15.6 —0.4 —0.7 —1.1 
1967-68 15.5 — 16.6 —1.1 —1.0 —2.1 
1968-69 15.9 — 16.4 —0.5 —0.6 —1.1 
1969-70 17.3 — 16.7 0.6 —0.9 —0.3 
1970-71 16.8 —17.3 —0.5 — 0.6 —1.1 
1971-72 16.9 —17.7 —0.8 — 0.6 —1.4 
1972-73 17.4 — 18.3 —0.9 —0.3 —1.2 
1973-74 17.3 — 18.4 —1.1 —0.1 —1.2 
1974-75 18.7 —19.9 —1.2 —0.3 —1.5 
1975-76 17.8 —21.1 —3.3 0.4 —2.9 
1976-77 16.7 —19.9 —3.2 0.3 —2.9 
1977-78 15.3 — 20.2 —4.9 0.9 —4.0 
1978-79 14.7 — 20.0 —5.3 0.5 —4.8 
1979-80 14.7 —19.1 —4.4 0.4 —4.0 
1980-81 15.3 —19.6 —4.3 0.9 — 3.4 
1981-82 16.0 — 20.0 —4.0 1.5 —2.5 
1982-83 15.5 — 22.4 —6.9 0.4 — 6.5 
Preliminary estimate 
1983-84 15.0 — 23.1 —8.1 oD —6.9 


a ee EE EIT yn nn SUSIE SSSSSSISS SS 


“) Figures for 1957-58 and subsequent years are adjusted so that historical data are consistent with current Government of Canada 


accounting practices. For years prior to 1957-58, the only adjustments made have been to treat Canada Post as a Crown corpo- 
ration and to treat Old Age Security receipts and payments as budgetary transactions. 
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Table C.2 


Net Public Debt “ 
1926-27 to 1983-84 


es 


Net public 
debt Net public 
_____Netpublicdebt_ per debt as a 
(millions (percentage person percentage of 
of dollars) of GNP) (dollars) personal income 

Actual 

1926-27 2,348 45.6 244 57.9 
1931-32 2,376 50.6 226 64.8 
1936-37 3,084 66.6 279 85.6 
1941-42 4,045 48.8 347 68.1 
1946-47 13,048 109.8 1,040 132.0 
1951-52 11,185 51.7 778 66.6 
1956-57 11,009 34.3 668 46.8 
1957-58 12,269 36.6 722 48.7 
1958-59 13,196 37.9 758 49.5 
1959-60 13,671 37.1 768 48.6 
1960-61 13,958 36.4 768 47.2 
1961-62 14,767 37.2 797 49.1 
1962-63 15,522 36.2 823 47.3 
1963-64 16,657 36.2 867 47.8 
1964-65 16,986 33.8 868 45.6 
1965-66 16,745 30.2 840 40.8 
1966-67 17,013 27.5 838 36.9 
1967-68 17,713 26.7 858 35.0 
1968-69 18,117 25.0 865 32.5 
1969-70 17,621 2 829 28.5 
1970-71 18,030 21.0 838 Po 
1971-72 18,811 19.9 865 25.4 
1972-73 19,810 18.8 901 23.6 
1973-74 21,194 722 950 PANE 
1974-75 22,927 15.5 1,013 19.6 
1975-76 28,390 Neg 1,237 20.8 
1976-77 34,600 18.0 1,490 22.3 
1977-78 44,889 21.4 1,913 26.2 
1978-79 57,115 24.6 2,410 29.8 
1979-80 68,595 26.0 2,860 31.9 
1980-81 81,263 27.4 3,346 33.3 
1981-82 94,869 28.0 3,859 33.0 
1982-83 119,522 33.5 4,810 37.8 
Preliminary estimate 

1983-84 150,972 38.8 6,011 45.1 


Figures for 1957-58 and subsequent years are adjusted so that historical data are consistent with current public accounting prac- 
tices. For years prior to 1957-58, the only adjustments to net Government of Canada debt have been to treat Old Age Security 
receipts and payments as budgetary transactions. Personal income figures are for the calendar year corresponding to the first 
three quarters of the appropriate fiscal year. 


—S 
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Table C.3 


Federal Revenues’ 
1961-62 to 1983-84 


Se ee a ee ee ee 
Public accounts 


National accounts 


budgetary revenues total revenues GNP 
(millions (percentage (millions (percentage (billions 
of dollars) of GNP) of dollars) of GNP) of dollars) 

Actual 
1961-62 6,190 15.6 6,858 17.3 39.6 
1962-63 6,377 14.9 7,062 16.5 42.9 
1963-64 6,803 14.8 7,541 16.4 46.0 
1964-65 7,910 15.7 8,649 17.0 50.3 
1965-66 8,628 15.6 9,312 16.8 55.4 
1966-67 9,408 15.2 10,260 16.6 61.8 
1967-68 10,290 15.5 11,189 16.8 66.4 
1968-69 11,507 15.9 12,696 17.5 72.6 
1969-70 13,800 17.3 14,815 18.6 79.8 
1970-71 14,380 16.8 15,734 18.4 85.7 
1971-72 15,941 16.9 17,820 18.9 94.5 
1972-73 18,351 17.4 20,164 19.6 105.2 
1973-74 21,346 és} 23,987 19.4 123.6 
1974-75 27,581 18.7 30,763 20.9 147.5 
1975-76 29,512 17.8 32,618 19.7 165.3 
1976-77 32,020 16.8 36,118 18.8 191.9 
1977-78 32,093 15.3 35,159 722 210.2 
1978-79 34,313 14.8 39,814 Wie! 232.2 
1979-80 38,936 14.7 45,514 17.2 264.3 
1980-81 45,398 15.3 53,909 18.2 296.6 
1981-82 54,068 16.0 66,388 19.6 339.1 
1982-83 55,126 15.5 66,746 18.7 356.6 
Preliminary estimate 
1983-84 58,626 15.0 72,875 18.7 389.6 


) These figures are consistent with the accounting principles employed in the 1982-83 public accounts. GNP figures are for the cal- 
endar year corresponding to the first three quarters of the appropriate fiscal year. 
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Table C.4 


Federal Expenditures” 


1961-62 to 1983-84 


National 
accounts 
National expenditures 
Total Program accounts excluding 
outlays outlays expenditures debt interest GNP 
(billions 
(millions of dollars) of dollars) 
Actual 
1961-62 (801 6,492 7,355 6,552 39.6 
1962-63 G517 6,599 7,466 6,585 42.9 
1963-64 — 8,055 7,061 7,728 6,773 46.0 
1964-65 8,684 7,633 8,153 7,141 50.3 
1965-66 9,193 8,082 8,719 7,642 55.4 
1966-67 10,957 9,766 10,024 8,686 61.8 
1967-68 12,427 11,126 11,336 10,068 66.4 
1968-69 12927 11,447 12,621 gee!) 72.6 
1969-70 14,439 12,722 13,837 12,160 79.8 
1970-71 16,130 14,210 15,823 13,948 85.7 
1971-72 18,306 16,169 18,075 16,007 94.5 
1972-73 20,560 18,259 20,812 18,511 105.2 
1973-74 24,067 21,501 23,801 21,254 123.6 
1974-75 31,262 28,023 30,810 27,646 147.5 
1975-76 37,890 33,918 36,560 32,652 165.3 
1976-77 40,381 35,660 40,322 35,660 191.9 
1977-78 44,152 38,602 45,547 40,074 210.2 
1978-79 47,641 40,583 49,411 42,554 232.2 
1979-80 51,844 43,320 54,597 46,227 264.3 
1980-81 58,589 47,902 62,903 52,359 296.6 
1981-82 68,913 53,745 75,762 60,907 339.1 
1982-83 19797 62,826 89,586 72,756 356.6 
Preliminary estimate 
1983-84 90,650 72,520 98,375 80,495 389.6 


These figures are consistent with the accounting principles employed in the 1982-83 public accounts. 
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Table C.5 


Federal Expenditures as a Percentage of GNP 


1961-62 to 1983-84 


National 
accounts 
National expenditures 
Total Program accounts excluding 
outlays outlays expenditures debt interest 
(percentage of GNP) 
Actual 
1961-62 18.5 16.4 18.6 16.5 
1962-63 17.5 15.4 17.4 15.3 
1963-64 17.5 15.4 16.8 14.7 
1964-65 Vigo 15.2 16.2 14.2 
1965-66 16.6 14.6 15.7 13.8 
1966-67 ieee 15.8 16.2 14.3 
1967-68 18.7 16.8 El 15.2 
1968-69 17.8 15.8 17.4 15.4 
1969-70 18.1 15.9 lis 15.2 
1970-71 18.8 16.6 18.5 16.3 
1971-72 19.4 17.1 19.1 16.9 
1972-73 19.5 17.4 19.8 17.6 
1973-74 19.5 17.4 19.3 17.2 
1974-75 21:2 19.0 20.9 18.7 
1975-76 22.9 20.5 224 19.7 
1976-77 21.0 18.6 21.0 18.6 
1977-78 21.0 18.4 21,7 19.1 
1978-79 20.5 17.5 21-3 18.3 
1979-80 19.6 16.4 20.7 15 
1980-81 19.8 16.2 21.2 17 
1981-82 20.3 15.9 22.3 18.0 
1982-83 22.4 17.6 25.1 20.4 
Preliminary estimate 
1983-84 23.3 18.6 25.3 20.7 


Percentage 
growth 
of GNP 
Real Nominal 

2.8 3.4 
6.8 8.3 
5.2 rea 
6.7 9.4 
6.7 10.1 
6.9 led 
3.3 7.4 
5.8 9.3 
5.3 10.0 
2.5 7.4 
6.9 10.2 
6.1 11.4 
7.5 17.4 
3.6 19.4 
12 12.1 
5.8 16.0 
2.0 9.6 
3.6 10.5 
3.2 13.8 
1.0 12:2 
3.4 14.3 
—4.4 5.2 
2.9 9.2 


() These figures are consistent with the accounting principles employed in the 1982-83 public accounts. GNP figures are for the cal- 


endar year corresponding to the first three quarters of the appropriate fiscal year. 
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